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PART |

ltem 1. Busimess.

GAF Corporation (which with its subsidianes is referred to as the “Company™) is engaged in two
industry segments: (1) the manufacture and sale of specialty chemicals by its Chemicals Division, and (1)
the manufacture and sale of building materials by its Building Materials Division. The Company also
operates a classical music FM radio station in the New York City market. Financial information
concerning the Company’s industry segments required by ltem | is included in the Company's Aniual
Report to Shareholders for the fiscal year ended December 31, 1984 ( the “Annual Repont™) in Note 8 of
the Notes to Consolicated Financial Statements

On December 13, 1983, a new Board of Directors took office, replacing the Company's previous
management afier 2 lengthy proxy contest. During 1984, the new management began to implement
measures 1o further strengthen the already profitable Chemicals Division, to return the Building Matenals
Duvision 0 profitability. and to cut corporate office expenses. Capital expansion and improvemeni
programs for both Divisions were also approved. These actions are described below.

CHEMICALS DIVISION
Principal Products

Acetylene-based chemical products— The Chemicals Division processes acetylene, a highly flam-
mable gas. in*o a wide vanety of acetylene-based chemicals. with uses in the manufacture of plastics,
synthetic fibers, cosmetics. electroplating chemicals. pharmaceuticals, solvents, adhesives and other
products. Polymers include Plasdonee®. PVP ( polyvinylpyrrolidone ). PVP-lodine, Polyclar ATe, Polyclar
108, Polyplasdone XLe® and Gafquar® vinylpyrrolidone copolymers. Solvents include BLO® ( butyrulac-
tone). M-Pyrole (N-methylpyrrolidone), methylpyrrolidone, 2-Pyrol® (2-pyrrolidone) and THF
(tetrahydrofuran). Intermediates include butanediol. butenediol. butynediol and propargyl alcohol. The
Chemicals Division also produces a monomer intermediate, V-Pyrol® (N-vinyl-2-pyrrolidone).
Copolymenzed vinyl ethers include Ganirez¢ polymers. The Chemicals Division also sells abrasion
resistant coatings.

Surfaciants — The Chemicals Division manufactures and sells, under trademarks including Igepale,
Igepone. Gaface. Antaron®, Antara®, Alipa's. Antarox®, Nekel®, Emulphogenee, Emulphore, Biopale
and Katapol®, a number of surfactants, which are agents that possess detergent. emulsifying. dispersing
and wetting properties and are used in the manufacture and compounding of detergents (pnmarily
industnial ). inseciicides. pesticides. textiles. paper. leather, rubber, plastics and chemicals and in the
production and refining of petroleum and mineral products.

Engineering thermoplastics— The Chemicals Division produces and sells polybutylene terephthalate
plastics under the trademarks Grafite# and Gaftuf® and thermoplastic polyester elastomers under the
trademark Gaflexs.

Other specialty chemicals marketed include textile auxiliary chemicals and organometallics. One
agricultural chemical is toll-manuiactured by the Chemicals Division for another company.

Mineral products—In addition. the Chemicals Division manufactures and sells mineral granules
which are used by the roofing industry to manufacture shingles and roll roofing. Granules are
manufactured at four plants and sold 1o asphalt roofing manufacturers throughout the United States except
on the West Coast.

The Chemicals Division produces its acetylene derivatives, surfactants, engineering plastics and other
spectalty chemicals at five domesuc production facilities for sale in the United States and in foreign
countnes It also manufactures butanediol and THF at us joint-venture plant in West Germany. See
below: **Joint Venture in Europe™ and “International Product Distnibution™.

New Products

The Chemicals Division introduced several new products during 1984  These included a new hair
conditioning polymer Gaffix® VC-713, new Gaflex® thermoplasuc polyester elasiomers with improved
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performance charactenistics, and new Gafite® PBT products with improved perfoninance characteristics
and meeting stnct fire retardant standards. Use of M-Pyrol® was expanded into the agricultural market in
1984, as the United States Environmenial Protection Agency granted this growing product exempt status

for use in agriculture.

Ovher Recent Developments

In 1984, the Company approved $95 million capital expansion programs designed 1o significantly
increase chemicals production capacity at plants in Kentucky, Texas and West Germany.

Raw Materials

The raw matenals used in the production of chemical products are purchased from a large number of
outside sources. in many cases pursuant to supply contracts. Cenan of th: raw matenals, including
acetylene, are obtained from single or limited sources pursuant 1o supply contracts. With respect o
acetylene. the Company is supplied domestically at three locations by two suppliers. During 1984 and
previously. one of these suppliers failed to fulfill a portion of its contractual commitment, causing
occasional shortages of acetylene and a reduction i1n production of acetylene-based products. During 1984,
the Company reached a settlement with suck supplier and expects 10 obtain adequate supplies of acetylene
for the foreseeable future. The Chemicals Diwision imported butanediol from the plant jointly owned with
Chemische Werke Hils AG. (“Hols™) in West Ge:many dunng 1984. See below “Joint Venture in
Europe™

Raw matenals denved from petroleum or natural gas are used in many of the Chemicals Division's
chemical manufactunng processes. and consequently the price and availability of petroleum and natural
gas are matenal to the costs of operations. The Chemicals Division has obtained, and expects to continue
to obtain, adequate supphies of raw matenals denved from petroleum and natural gas at reasonable costs.

Patenis, Trademarks, eic.

The Company owns approximately 525 domesuc and 265 forcign patents and approximately 158
domesuc and 774 foreign trademarks related to the business of its Chemicals Division. The Company
believes 1ts nghts under its exising patents and patent applications to be matenal in order to maintain its
present position in the industry. The durauon of the exisung patents and patent licenses is deemed
generally sansfactory.

Seasonal Variauons, Working Capital, Customers

Seasonal vanauons are generally not matenal to the business of the Chemicals Division.

Inventory balances are generally sufficient to meet customers’ demand and do not materialiy deviare
trom standards for the industry. The Chemicals Division does not generally provide for extended payment
terms 10 customers

The Chemicals Dhvision sells 1o a wide vaniety of industrial customers with particular emphasis on the
pharmaceutical and cosmeucs indusines. No single customer or group of customers under common control
15 responsible for sales in excess of 10% of the consolidated revenues of the Company. In certain instances
a single customer may purchase all or a significant pan of the ouiput of a panicular product. The
Company does not believe that the loss of any one such customer would have a matenal adverse effect on
the business of its Chemicals Division

Backlog. Governmen: Sales, Compenitive Conditions

Backlog is not matenal to the business of the Chemicals Division or any of its principal products

Sales to the federal government are not matenal to the business of the Chemicals Division.

The Chemicals Division 1s the sole United States producer of a complete line of high-pressure
acetylene-based chemicals. although it competes with imports from a large foreign manufacturer  This

3
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foreign manufacturer also has a plani in the United Siates which manufactures and sells butanediol and
THF and a himited range of other products in the acetylene chemical line. While another company
manufactures substantial quantities of butanediol and THF for its own use and for sale to others. the
Company beheves that it ranks first or second 1n sales volume of acetylene-based chemicals in the United
States

In the balance of its chemical businesses. the Chemicals Division faces competition from many
companies, certain of which are subsitanually larger than the Company and offer a broader range of
products. Generally the Company has responded to this competinon by emphasizing specialized product
lines Competition in those areas of the chemical industry 1n which the Chemicals Division 1s engaged is
chiefly based upon price. product innovation. product quality and reliabiiity of supply. The Company
helieves that the grear size and diversified nature of the chemical industry make it impossible to give a
meaningful estimate of the relauve positon of the Company i the industry.

Joint Venture in Europe -

Pursuant to a 1975 agreement. the Company and Hils ronstructed and are operating a plant at Marl,
West Germany for the production of butanediol. The plant is owned and operazed by GAF-Hiils Chemie
GmbH. a joint-venture company owned in equal shares by the Company and Hiils. The agreement
provides that Hils will supply acetylene to the plant from an adjacent manufactuning facility. The plant
enables the Company to compete effecuvely with the other European butanediol manufacturer. Butane-
diol was imported from the joint venture’s plant in 1984 for manufacture and sale to the Company’s
customers. Capacity for butanediol ar the joint venture’s plant 1s to be doubled as part of management’s
capital expansion program for chemcals.

The joint venture plant in Marl also produces THF Sales of THF increased substantially in 1984,

International Product Distribution

The Chemicals Dhvision’s internanional operations, which are consolidated in the results of the
Chemicals Division, consist principally of export of chemical products manufactured by the Company in
the U nited States. Sales by foreign subsidianes of such products are principally made in Western Europe.
The Company’s operations in Northern Europe ( Finland, Denmark, Norway, Sweden) were consolidated
into one subsidiary located in Sweden. Subsidianes are also active in Australasia ( Ausiralia. New Zealand
and Singapore ). Brazil. Canada. Japan. Mexico. South Afnca and other nations. In cenain locations, sales
are made through distnibutors rather than through local subsidiaries. The Company also markets a filter
bag system for hquid filtraton (consisting of filter bags manufactured by the Company and hardware
produced by two manufa:turers to the Company’s specificanons ) which 1s produced in Europe., Brazil and
Canada for markets outside the United States.

In 1984, the Company’s internanonal operations. including export sales frcm domestic operations,
accounted for approximately 13 2% of the Company's net sales. The Company does not believe there are
any unusual nsks attendant on its foreign operations. See Note 9« the Notes to Consolidated Finanaial
Statements in the Annual Repon. page 33. for financial information by geographic areas.

BUILDING MATERIALS DIVISION

Principal Products

Roofing — These products include prepared roofing {fiber glass-mat shingles. roll roofing and
accessones ) for the residential construction and remodeling market and built-up roofing ( primarily asphaht
woated and saturated fiber glass-mat felts and accessones) for commercial and industnal buildings
Included 1n the roofing line are the premium shingles. Timberline® and Royal Sovereign®, and premium
fiher glass roofing membrane. Gafglase

Insulation Products—The Building Matenals Division shut down the plant located in St. Louss.
Missoun. which manufactured foam insulauon However. it will conuinue 1o maiket under the name of the
Company insulation products manufactured under prnivate label arrangemenis.
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New Products

During 1984, the Building Materials Division introduced to markets throughout the United States its
new premium intermediate weight shingle. the Royal Sovereign®.

Other Recent Developments

In May 1984, the Building Maierials Division sold its thirteen building supply centers. In November,
it sold the Joliet, lllinois, roofing plant, one of the three manufacturing facilities closed at year-end 1983,
The facility manufacturing foam insulation was closed in December 1984,

Conversion from organic felt to glass mat substrate at all of the Company's roofing plants was
accelerated and completed in August 1984.

The Company approved $22.8 million capital expansion and improvement programs designed to
achieve greater manufacturing efficiencies at all its roofing plants and increase production capacity at the
Fontana, California, roofing plant.

Raw Materials

A major portion of the raw matenials used for the manufacture of building matenals is purchased
from a large number of outside sources and the balance is produced by the Company. including fiber glass-
mat and roofing granules which are used to surface asphalt roofing products. (See “Chemicals
Division—Mineral Products™). '

Asphalt, a major raw matenal for roofing, i1s derived from petroleum, and consequently the price and
availability of petroleum are major factors in the cost of operation. The Company purchases asphalt from
major oil refinenes. independent operators and foreign sources. Conversion to fiber glass-mat substrate
reduced asphalt consumption significantly and contributed to savings in raw material costs. Glass fiber for
the manufacture of glass-mat used in roofing products was purchased from several suppliers during 1984.

Patents, Trademarks, etc.

The Company owns approximately 35 domestic and 30 foreign patents and approximately 60
domesuc and 197 foreign trademarks related to the business of its Building Materials Division. The
Company believes the patent protection covering certain of its products to be matenal to those products,
but patents are not of material significance to the business of the Building Matenals Division. The
duration of the existing patents and patent licenses is deemed generally satisfactory.

Seasonal Variations, Working Capital, Customers

Sales of roofing products generally decline during the winter months due 10 adverse weather
conditions. To maintain a2 more constant level of manufacturing and sales, the Building Materials Division
has followed in 1984, as well as in previous years. the practice of “winter daung™ principally in northemn
regions of the United States., pursuant to which advantageous extended credit terms are offered 1o
creditworthy customers who order and accept delivery of roofing and insulation during the winter months.
A “winter dating™ program is also being offered to customers in 1985,

No single customer or group of customers under common control is responsible for sales in excess of
10% of the consolidated revenues of the Company.
Backlog, Governmeni Sales, Competitive Conditions

Backlog 1s not matenal to the business of the Building Matenals Division or any of its principal
products.

Sales to the federal government are not matenal to the business of the Building Matenals Division.

The building matenal: industry 1s highly competitive. Competition i1s based largely upon price,
distnbution capability, complementary product lines and credit terms.
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WNCN (FM)

Acquired by the Company in June 1976, WNCN, 104.3 FM, 15 a commercial radio station in New
York City which presents classical music and cultural programs. It is on the air 24 hours a day, ” days a
week. In 1984 it received Billboard magazine’s **Radio Station of the Year™ and *Program Director of the
Year™ awards for 1983

GAF Broadcasting Company. Inc.. a wholly owned subsidiary of the Company, manages the station
and also publishes a monthly magazine, Keynote, which is devoted to classical musi~ and the ants. The
magazine also includes a complete program guide for the radio station.

The Federal Communications Commussion has approved the renewal of the Company's license 10
operate WNCN until June 1. 1991, See “ltem 3. Legal Proceedings™ below for a description of the legai
proceedings involving the renewal of such license and a pending lawsuit seeking to compel the Company
to sell WNCN

GENERAL
Recent Development:

As part of us financial restructunng. *he Company. in early 1985, called for redemption its $1.20
Converuble Preferred Stock (*“Preferred Stock™). A panial call of approximately half such shares was
completed on March 13. On March 25. the Company announced its decision to call all the remaining
shares of Preferred Stock. The redemption date for this second call is May 2, 1985, The shares of
Preferred Stock are convertible into shares of the Company’s Common Stock (“Common Stock™) at the
rate of 125 shares of Common Stock for each share of Preferred Stock at any time on or before the
redemption date The redempuon pnice 1s $27.50 per share plus accrued dividends of $.41 per share from
January 1. 1985 or a 1o1al of $27.91 per share. The Company expects that most holders of Preferred Stock
will elect 10 convert their shares into Common Stock. If all such shares were converted, it would result in
the 1ssuance of approximately 1,212,100 addinonal shares of Common Stock.

Research and Development

Research and development expenses in 1984, 1983 and 1982 are presented in Note | of the Notes to
Consolidated Financial Statements appearing in the Annual Repont, page 27, and such figures are
incorporated herein by reference. As of March 1, 1985, 80 exempt and 75 non-exempt employees were
engaged in Company-sponsored research and development. Most of the Company's research and
development expenses and employees are devoted to the business of its Chemicals Division. However,
research and development activities deemed adequate for the needs of the Building Materials Division are
maintained by the Company

In addwion, the Company expended $1.473.086. $1.047.343 and $899.912 on customer-sponsored
research and development services for the years 1984, 1983 and 1982, respectively.

Protection of the Environment

The discussion as to asbestos-related and environmental lawsuits involving the Company and
appearing 1n response to “liem 3-Legal Proceedings™ below is incorporated herein by reference.

Prior 1o the early 1970s, there were few laws or regulations in the United States governing the
manufacture, sale or use of chemical substances in relation to their effects on the environment. Dunng the
last 15 years, a wide vanety of federal, siate and local environmental laws and regulations have been
adopted and continue 1o be adopted and changed. By reason of the nature of the Company’s past and
present operations and certain of the substances which are or have been used. produced or discharged.,
environmental control problems which the Company may encounter in the future cannot be predicted. As
a result of changing regulatory standards. substanual additional capital expenditures and increased
operating expenses. the amount of which cannot be esimated at this ume. may be occasioned by the
Company's conunuing efforts 10 deal responsibly with environmental matters.

6 6

G-I_EPA0020888



Activity continues in matters pertaiming to compliance with the Toxic Substances Control Act.
Systems have been set up for assessing nsk to health or environment at early development stages for new
products. Pre-Manufacturing Notices for new chemicals to be commercially introduced are filed as
required. No information or conditions have been discovered 1o date which require mandatory reporting
to the EPA under Section 8(¢) of the Act.

The Company believes that compliance with environmental control requirements will not adversely
affect its compentive position 1n the industnies in which it is engaged. These requirements resulted in
capital expenditures of $6,240,000 from 1982 through 1984. The Company curiently has plans to invest an
addinonal amount of approximately $2.270.000 in pollution abatement facilities in 1985, $2.687,000 in
1986 and $2.110,000 1n i1987. No assurance can be given that the amounts actually invested will not be

larger.

Executive Oficers

The names and ages of the executive officers of the Company as of March 1, 1985, the time from
which they have served as officers and their present positions with the Company. are as follows:

Samuel J Heymant( )y (2)(3)....... 46 12/83 Cha;man of the Board and Chief Executive
cer
James T Sherwin (1) (3). .. L 5/84 Vice Chairman and Chief Administrative
Officer ;

6/74 Execunive Vice President for
to 5/83 Finance and Administration

EdwardE Shea(1p(3). ... .. . 52 6/84 Senior Vice President, General Counsel and
Secretary
Raymond ) Lacrom . ... ... 49 5/84 Segl:ir Vice President and Chief Financial
cer

10/83 Vice President and Treasurer
1/81 Vice President and Controller
John A Brennan........... ... ... . 53 1/77 Senior Vice President ( Building Matenals)
Carl R Eckardt.. ............... D 54 8/79 Senior Vice President ( Chemicals )

(1) Member, Board of Directors
{2) Member, Executive Committee
{3) Member. Returement Commuttee

The following execunive officers were elected to their positions by the Board of Directors on April 30,
1984 10 serve until the next annual organization meeting or until their successors are elected and have
qualified: Messrs. Heyman, Brennan, Eckardt, Lacroix. Mr Sherwin and Mr. Shea were appointed to their
present position effective May 21, 1984 and June 18, 1984, respectively.

All executive officers have been 1n the employ of the Company for more than five years except as
follows:

From 1968 to the present date, Mr Heyman served and still serves as Chief Executive Officer.
Manager and General Paniner of closely-held real estate development companies and parinerships.

Mr Sherwin had heen emploved by the Company as Executive Vice President—Finance until May
1983, at which ume he resigned to join Tnangle Industnes, Inc. as Executive Vice President and Chief
Financial Officer In May 1984, Mr Sherwin rejoined the Company as Vice Chairman and Chief
Admimstrauve Officer.

Mr Shea, prior to joining the Company in June 1984, was Partner ( 1984) and Counsel ( 1982-1983)
at Windels. Marx, Davies and Ives (attorneys) and Chairman of the Board and General Counsel at
Reichhold Chemicals, Inc. from 1972 1o 198].
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No arrangements or understandings 2xist between any executive officer and any other person
pursuant to which the officer was selected as such except that the employment agreement between the
Company and Mi. Sherwin provides that he be nominzted 10 serve as a director. There is no family
relanonship between any of the executive officers.

Reference 1s made to the Company's Proxy Statement dated March 27, 1985 for addinonal
informanion about the executive officers of the Company.

Employees

At January 31. 1985 the Company employed approximately 3,900 people. At such date.
approximately 1.800 employees in the United States and Canada were subject to 24 union contracts, which
are effective in most cases for two or three year penods. Of these contracts, approximarely one-third will
expire in 1985, Dunng 1984, there were no strikes or work stoppages.

The Company has filed an application with the Internal Revenue Service and the Pension Benefit
Guaranty Corporation for a spin-off/iermination effective September |, 1984 involving its Retirement Plan
for Hourly Employees. Annuities were purchaszd to fund the vested benefits for all active, retired and
vested terminated hourly employees. The Company is secking reversion of plan assets remaining after
sansfacuon of plan habilities for these vested employees. The Company has in effect vanious benefit plans
which include a Capital Accumulation Plan for its salaried employees. a Retirement Plan for irs hourly
pard employees and group insurance arrangements providing life, accidental death, hospital, surgical,
medical and dental coverage. The Company and. in many cases. the employees contribute to the costs of
the plans and insurance arrangements.

Dunng 1984, the Company adopted its 1984 Stock Option Plan and 1984 Employee Stock Purchase
Plan which were approved by shareholders at the annual meeung on April 30, 1984. Information on
options granted and shares 1ssued pursuant to these Plans and earlier plans of the Company is described in
Note 7 of the Notes to Consolidated Financial Statements contained in the Annual Repont. page 31.

Item 1. Properties.

In June 1984, the corporate headquarters of the Company and of its Chemicals Division and Building
Matenals Division were relocated at 1361 Alps Road. Wayne, New Jersey 07470. The Company leases,
from a corporauon it organized, the buildings and approximately 100 acres of land at Wayne, New Jersey.
The Company’s prnincipal research and development operations. its general administrative and financial
operations, and s principal electronic data processing facility are also located at the Wayne site. The
Wayne lease is capitalized in accordance with current accounting practice. See Note 10 of the Notes to
Consolidated Financial Statements in the Annual Report. page 33.

The WNCN ( FM) studio and GAF Broadcasung Company. Inc are located in leased offices at 1180
Avenue of the Amencas, New York, New York.

The Company’s domestic real properties are as follows:

Lacetion Facility Dirision

Alabama ;

Birmingham . . i Warehouse* Building Mztenals

Huatsville ..o amianic,. [ lam® Chemicals

L R G O 3 Plam Building Matenals
Califormia . .

Fontana .. v vinizavas. SRINE Building Maternials

Irvine ... s . s Sales Office* Chemicals
Flonda

Tampa i . Plant Building Matenals
Georgia

Savannah ; Plant Building Matenals

.
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llhinots

Indiana
Mount Vernon.............. ... G R

K ansas

Kentucky
CalVEIt City . ....cooooiviionensisisnssnmpnonssves

Maryland
Balumore...............cccivveveneceeeee e
Hagerstown ...

Massachusetts

Minnesota
Minneapolis......... ...

Missoun
Anpapolis oo naaan s

New Jersey
Bound Brook ..o,
Linden ...
South Bound Brook ... ...
AEANINE . ccomonnne svupommiaining susss s o dnsigic

ew York
“ew York oo,

“orth Carolina
Chadlone ;oo cmpesmnas s

Ohio
Cincinnati ........ s

Pennsylvama
Blue Ridge Summit..................
Erie o F aun s s
Kingof Prussia.. ...

South Carolina
Chester......_.._............ ST R T

Texas
Arlington . .
Dallas ... e,
Seadnft...... ...
Texas Gty

Wisconsin
Pembine .. .. .

Facitiey
Credit Office®

Sales Office*®

Plant

Sales Office*

Plant

Plant, Warehouse
Research

Plant
Plant. Warehouse®
Plan:

Plant

Plant, Sales Office

Sales Office, Warehouse
Corporute Headquarters®,
Administrative Offices®,
Research Laboratories®

Offi.ce and Studios®
Sales Office*

Sales Office*

Plant

The Company's foreign real properties are as follows:

Australia

Melhoume ... ... ... .

Sydney .

Sales Office*
Sales Office.*
Distnbunion Center®

9

Divivion

Building Matenals
Chemicals

Building Materials
Building Matena'
Chemicals

Building Materials
Chemicals

Building Matenals
Building Maternials
Chemicals

Chemicals
Chemicals
Building Matenals
Building Materials
and Chemicals

WNCN (FM)
Chemicals
Chemicals

Chemicals
Building Materials
Chemicals

Building Matenals

Chemicals
Building Matenials
Chemicals
Chemicals

Chemicals

Chemicals
Chemicals
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Location

Austna
NWIBTIILR & o v e it S e SR s A G

Belgium
Sint-Niklaas............ e e

Braail
SaoPaulo ................co.. e,

Canada
MiSSISSAURA. ... e

France .
P RS s e I s el

Great Britain

Manchester ..o e

ltaly
Milan ...

Japan
TOKY O siminrm S s e R

Mexico
MexicoCity .o

The Netherlands
Schiedam . ... ... R R

“New Zealand

Puerto Riqo
Carolina...... ... coooooociiiiii i,

Singapore
SURBAPROPE it s vevrsmiinr s sanmssins isassi o

South Afnca
Sandton . ... e

Spain

Barcelona.. ... . ...

Sweden
Johanneshov...... s

Switzerland
Zug ... .

West Germany
Brechen.....ovmnavanain

Affihates:
GAF-Hiils Chemie GmbH
Marl. West Germany ... ...

* Leased Property

Facility

Sales Office.”
Distribution Center®

Plant. Sales Office,
Distribution Center

Sales Office.*
Distribution Center®

Sales Office.*
Distribution Center*

Sales Office,*
Distribution Center®

Sales Office.*
Administrative Office*

Sales Office.*
Distnibution Center®

Sales Office.*
Distribution Center®

Sales Office®

Sales Office.*
Distribution Center*

Sales Office,*
Distribution Center®

Sales Office.*
Distribution Center*

Sales Office*

Sales Office.*
Distribution Center*

Sales Office.*
Distribution Center®

Sales Office.*
Distribution Center®

Sales Office.*
Distribution Ceater*

Sales Office.*
Distribution Center*

Sales Office.*
Distribution Center*

10

Division

—_—

Chemicals

Chemicals

Chemicals

Chemicals

Chemicals

Chemicals
Chemicals

- Chemicals

Chemicals

Chemicals

Chemicals

Chemicals

Chemicals

Chemicals

Chemicals

Chemicals

Chemicals

Chemicals

Chemicals

Chemicals
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other public and prnivate buildings caused. in whole or in part, by what is claimed to be the present or
future need to remove ashestos matenal from those premises. The relief being sought is to recover the cost
of inspections, removals and/or the replacement of asbestos matenals plus health screening examinations,
counsels’ fees and expenses incurred in connection with the litigaton and compensatory and punitive
damages. The cost of defense is being paid by INA, one of the Company’s insurers, subject to a
reservauon of nghts. These actions are still in early stages and it is not possibie to predict their outcome.
GAF did not sell asbestos products suitable for spray or acoustical ceiling applications which are the
pnmary products being removed from buildings. In the opinion of its management, the ultimate
disposition of these actions will not have a matenal adverse effect on the Company’s financial condition.

In October, 1983, the Company filed a lawsuit in Los Angeles, California Superior Court against its
past insurance carners to obtain a judicial determination that defendants are obligated to defend and
indemmfy the Company 1n numerous asbestos property damage cases pending throughout the United
States. The Company is seeking declaratory relief as well as compensatory damages. This action is
presently in the pre-trial pleading and discovery stage. INA currently is paying, under reservations of
rights, all costs of defense of the pending property damage cases.

On February 2. 1981. an acuon was commenced against the Company and GAF Broadcasting
Company. Inc. ("GAF Broadcasting™). a wholly-owned subsidiary of the Company. by Concert Radio,
Inc. in the Supreme Coun. State of New York, County of New York. seeking specific performance. or. in
the alternauve, damages ansing out of the alleged breach of an option agreement for the purchase of
Radio Stanon WNCN (FM) The tnal court, by judgment entered on October 15, 1984, ordered specific
performance of the option agreement. The Company has appealed from such judgment to the New York
Supreme Coun. Appellate Division. The judgment has been stayed pending appeal.

On May . 1981. the Listeners’ Guild. Inc. (*Guild") and Classical Radio for Connecticut, Inc.
(“CRC™) filed with the Federal Communications Commission (““Commission™) a petition to deny the
WNCN license renewal application. On June 21, 1982, the Commussion staff denied the petition to deny.
On July 16. 1984, the full Commission affirmed the staff"s decision. and renewed the WNCN licensc. On
March 20, 1985, the Commission denied a pettion for reconsideration of its July 16, 1984 decision.

On May |, 1981. Classical Radio, Inc. filed with the Commission an application for the same
frequency on which WNCN(FM) operates, in conflict with the WNCN license renewal appiication.
Following heanngs on the applications. GAF Broadcasting and Classical Radio. Inc. entered into an
agreement by which Classical Radio. Inc. would dismiss 1ts application in return for certain consideration
from GAF Broadcasung. On June 26. 1984, a Commission Administrative Law Judge approved the
settlement agreement. On December 24, 1984, the Guild and CRC filed a Peution for Review in the U S.
Court of Appeals for the Distnct of Columbia Circuit from the Commission’s demial of their petition to
intervene in this proceeding The Guild and CRC seek to intervene to challenge the settlement agreement.
The Commussion has moved to dismiss this action. The court has not yet ruled on this motion.

The Company 1s a defendant ( generally one of several) in a number of cases involving allegedly
defective commercial roofing products containing felt substrates which the Company has phased out as a
component of roofing products. The number of such cases has declined sieadily dunng the last three years.
The amounts claimed in a number of these cases are substantial, typically $100,000 to $500,000. However,
muost cases arc scttled for a fraction of the sum demanded and recovery. if any. from the defendants is
frequently apportioned among them. which reduces the burden of such judgments or settlements on the
Company

A descnpuon of centain legal proceedings involving the Company and its former and present directors
and officers may be found 1n the Proxy Statement dated March 27, 1985 for its 1985 annual meeting of
shareholders under “*Proposal No 1 —Elecuon of Directors— Lingatuon.™

The Company is a defendant together with numerous other comparues in several lawsuits under the
Comprehensive Environmental Response. Compensation and Liability Act (commonly known as
“CERCLA" or the “Superfund Law™) and similar state laws which seek to recover from generators of

12
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hazardous waste the cost of cleaning up abandoned or imminently dangerous waste disposal sites. The
Company is also a party to a vanety of administrative proceedings and lawsuits ( other than the dumpsite
lawsuits) which primanly nvolve allegations of permit violations which management believes can be

resolved by compliance orders and without any matenal hability to the Company.

ltem 4. Submission of Matters to a Vote of Security Holders.

Ne¢ matters were submitted 1o a vote of security holders during the . . ' Juarter of 1984,

The information required by Items 5, 6, 7 and 8 is incorporated by reference to the Company’s Annual

PART I}

Repon as follows:

Ansual Report
ES0e Nowher
Item 5 MARKET FOR REGISTRANTS COMMON EQUIT\' AND RELATED
STOCKHOLDER MATTERS .. : 22
Item & SELECTED FINANCIAL DATA 22
Item 7 MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINAN(‘IAL (‘DN-
DITION AND RESULTS OF OPERATION .. ey 20221
Item 8 FINANCIAL STATEMENTS ANDSU PPLEMENTARY DATA
Auditors” Report... 33
Consohidated Stalemcms of lncume ﬁ:ar lhe lhree years ended December 3I
1984 23
Consolidated Balance Sheets as of December 31. 1984 and 1983 ... 24
Consolidated Statements of Changes in Financial Position for the three years
ended December 31, 1984... T T i 25
Consolidated Statements of Shareholders Equm. for the three years ended
December 31, 1984 . . ... R AR Ky S B S S R 26
Notes to Consolidated Financial Statements ... . 27-33
Supplementary Data ( Unaudited ):
Financial Reporting and Changing Prices.. ... ... 34-35
Quarterly Financial Data.............c...cocooeeeeienn, R e R SRR S 35

Item 9. Disagreements on Accounting and Financial Disclosure.

In Apnl 1984, the Company engaged Arthur Andersen & Co. as its independent accountant to replace
Deloite Haskins & Sells. The selection of new auduors, which was reported on Form 8-K filed on Apnil
27, 1984, did not involve any disagreement with the Company’s pnor auditors on any matter of accounting
pnnciples or pracuces or financial statement disclosure. No such disagreement took place within the last

twenty four months.

13
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PART !

ltem 10. Directors and Executive Officers of the Registrant.

The information required by ltem [0 s incorporated by reference 1o the proxy statement for the
Company's 1985 Annual Meeting of Shareholders under the capnon “Proposal No | —Election of
Directors —Nominees.” For the informanon required as 1w Execunive Officers. see Part 1. “liem |
Fxecunve Officers ™

lrem 11. Executive Compensation.

The informauon required by liem 11 1s incorporated by reference to the Company's nroxy statement
tor the 1985 Annual Meeting oi Shareholders under the capuon “Proposal No. | —Electnion of
Directors — Executive Compensation and Certain Transactions — Remuneration of Directors. ™

Item 1. Security Ownership of Certain Beneficial Owners and Management.

The information required by ltem 12 1s incorporated by reference to the Coinpany’s proxy statement
for the 1985 Annual Meeting of Shareholders under the caption **Secunty Ownership of Centain Beneficial
Owners and Managemem ™

item ). Certain Relationships and Related Transactions.

The information required by Item 13 1s incorporated by reference to the Company’s proxy statement
for the 1985 Annual Meeung of Shareholders under the captnons “Proposal No. 1—Election of
Directors — Executive Compensation and Certain Transactions —Certain Transactions with Related
Paruies ™

PART IV

ltem 14. Exhibits. Financial Statement Schedules, and Reports on Form B-K.

The following documents are filed as part of this repon \

{a){1) Financial Statements:

Finarcial statements of GAF Corporatuon und subsidianes are incorporated ny reference to the
Company s Annual Report to Shareholders for the fiscal year ended December 11, 1984, See list
on page |3 heremn

Separate financial statements of GAF Corporanon are omitted be:ause i1s total assets, exclusive of
investments in and advances to consohdated subsidiaries. constitute 75 percent or more of the total assets
shown by the latest consalidated balance sheet filed and total gross revenues for the latest penod for which
profit and loss statements are filed. exclusive of interest and dividends from. or equity 1n income of. the
consohdated subsidianes, constitute 75 percent or more of the total gross revenues shown hy the
onsuhdated prohn and loss statements filed

G-I_EPA0020895



(afy

Financial Statement Schedules:

The following supplementary financial informauon s filed 1n this Form 10-K and should be read

in conjunction with the financial statements 1n the Anpnual Report

Repon of Independent Public Accountants on Schedules for the year ended
December 31. 1984.. .

Opinion of Independent Pubhc Aﬁcountants on ﬁn;mcml statements and
supplementary financial information for the years ended December 31,
1983and 1982 . . ... ... A I P S T R S :

Schedule | —  Marketable Secunues ... ...
Schedule V—  Property. Plant and Eqmpmem ..........................................

Schedule VI--  Accumulated Deprecianon of Property, Plant and Eqmp-
MeAL e s sies st Se s

Schedule VIIT1— Valuation and Qualifying Accounts ... . . ...

20
21
22

23
24

Schedules, other than those hsted above, are omitied because of the absence of the condittons under
wnich they are required or because the required information, whers matenal, is shown in the fnancial
siatements or the notes thereto

(a)Xtd)

Exhibits:

31 — Cemnficate of Incorporaton, as amended to September |,

incorporated by reference to Exhabit 3 | to registrant’s Form

10-K for the vear ended December 31. 1982
— By-Laws, as amended as of Apnil 30, 1984

B e
L2

1981,

Instruments defining the nghts of secunty holders, including

indentures. L'pon request of the Securines and Exchange Com-
mussion, the Company hereby undenakes to furnish copies of the

instruments with respect 1o its long-term debe.

101 —Intenm Agreement dated Apnil 24, 1984 among the Company.
certain Underwnters at Lloyd's, London and cenain Insurance
Companies. incorpurated by reference o Exhibit 10 1o regs-

trant’s Form 8-K for the quarter ended July |, 1984,

1.2 — Resolunions adopted by the Company’s Board of Directors on
August 10, 1983, amending the Company’s severance policy as to
Vice Presidents, Senior Vice Presidents and Executive Vice
Presidents. incorporated by reference wo Exhibit 10 to registrant’s

Form 10-Q for the quarter ended October 2, 1983,

In3 —Consulung :mmem. dated as of January |. 1984, between the

Company an

Mr Roben C Wilson incorporated by reference to

Exhibit 10.4.1 1o registrant’s Form 10-K for the year ended

December 31, 1983

04 — Executive Incentive Compensation Plar. as amended through
October 18. 1979, incorporated by reference 1o Exhibit A(l) to
registrant’s Form 10-K for the year ended December 31, 1979,

s Minutes of the Meetung of the Company's Board of Directors on
December 17. 1981, amending the Execunve Incenuve Com-
pensation Plan as to award recommendations. incorporated by
reference to Exmibn 10.6 to registrant’s Form 10-K for the year

ended December 31, 1982

106 - Plan for the Sale of Restncted and Unrestncted Common Stock
to Employees Who Perform Executive. Administrative or Super-
visory Functions (the “Stock Purchase Plan™). as amended
through September 23, 1982, incorporated by reference 10 Exhib-
it &1 3) to registrant’s Form 10-K for the year ended December

3. 1978

15
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it) Reports on Form 8-K.

10.7

108

109

10 10

1011

1012

o 13

ni4

21

n

241

242

18

—Minutes of the Meeting of the Company’s Board of Directors on
September 23, 1983, amending the 1975 Stock Opuon Plan to
provide for the lapse of ninth anmiversary restricions as of
October 15, 1983, incorporated by reference to Exhibit 10 8 to the
registrant’s Form 10-K for the year ended December 31, 1983

— 1975 Siock Option Plan, incorporated by reference o the Exhibit
:2892 to registrant’s Form 10-K for the year ended December 31,

- Minutes of the Meeting of the Company's Board of Directors on
July 22, 1982, amending the 1975 Stock Option Plan to extend
the exercise date for directors and recommending to the Stock
Opuon Committee that certain limited stock appreciation nghts
{"Limited Righis™) be included in the registrant’s stock option
agreements, incorporated by reference to Exhibit 10.10 1o regis-
trant’s Form 10-K for the year ended December 31, 1982

—Unanimous written consent of the Stock Opnon Commitee,
dated July 22, 1982, amending the Company's stock option
agreements 1o include Limited Rights, incorporated by reflerence
to Exhibit 10.11 to registrant’s Form 10-K for the year ended
December 31, 1982

— 1984 Stock Opuon Plan incorporated by reference 1o Exhibit 102
to registrant’s Form 10-Q for the quarter ended Apni 1. 1984,

— Minutes of the Meeung ot the Company’s Board of Directors on
Apnl 30, 1984, amending the 1984 Employee Stock Opuion Plan
as 1o Limnied Rights, incorporated by reference to Exhibit 10.3 1o
registrant’s Form 10-Q for the quarter ended Apnl |, 1984,

— Amendment 1o the 1984 Employee Stock Purchase Plan. as
adopted by the Company’s Board of Directors on September 24,
1984

—Consulung Agreement dated as of December 1. 1984 between
the Company and G B. Energy Systems, Inc. for the perform-
ance of services by Dr J. E. Goldman.

—Computanon of Earnings per Common Share for the Three
Years Ended December 31, 1984

— Annual Report to Shareholders for tl.e fiscal year ended Decem-
ber 31, 1984, cenain portions of which are incorporated herein by
reference. The Annual Report. except ior those portions which
are eapressly incorporated by reference. s provided for the
information of the Secunuies and Exchange Commission and s
not to be deemed "filed ™

—Excerpts from the proxy statement for the Company's 1985
Annual Meeting of Shareholders, covering material incorporated
by reference in Par 1] hereof.

- Subsidianes of registrant.

-Consent of Arthur Andersen & Co.. Independent Public Accoun-
tants. included at page 19 of this Repon.

-Consent of Delonte Haskins & Selis. Independent Publc
Accountants, included at page 20 of this Repont

- Undenakings

“a report on Form 8-K was filed with the Secunues and Exchange Commission dunng the last

quarter ol 1984

16

G-I_EPA0020897



SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the
Securities Exchange Act of 1934, the registrant has duly caused this
report to be signed on its behalf by the undersigned, thereunto duly
authorized.

GAF Corporation
(Registrang)

Date: March 27, 1985

Chairman of the Board
and Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act oy
1934, this report has been signed below by the following persons on
behalf of the registrant and in the capacities and on the dates
indicated.

Signature Title Date

Chairman of the Board and March 27, 1985
Chief Executive Offirer

March 27, 1985

Director March 27, 1985

Director March 27, 1985

{(Sanford Kaplan)

i v A

A {11/ ~/ 7/

;)“ }""}')Lz‘(tl‘f" Senior Vice President and March 27, 1985
(Faymcnd Vlacrpix} Chief Financial Officer

! /
.

- : : L Lj bt - Dlrector March 27 s 1985
(William P. Lyops)

17
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Director March 27 1985

Director and March 27, 1985
Senior Vice President

Director and March 27, 1985
Vice Chairman

bl k. g Director March 27, 1985

(Harold C. Simmons)
i » 2 Director March 27, 1985

(William Spiler)
Director March 27, 1985
—7

—é.-é/-"d-’ff,z,,._/ Director March 27, 1985

(Robert C. Wilson)
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS ON SCHEDULES
GAF ConromaTION:

In connection with our examinauon of the consolidated financial statements as of December 31, 1984,
and for the year then ended. included in GAF Corporanon’s annual repont to shareholders and
incorporated by reference in this Form 10-K. we have also examined the schedules for the year ended
December 31, 1984, as listed in the index on page |5 of this Form 10-K. Our examination of the 1984
consolidated financial statements was made for the purpose of forming an opimion on those staiements
taken as a whole. The schedules are presented for purposes of complying with the Secunties and Exchange
Commission’s rules and are not pan of the basic financial statements. The schedules for the year ended
December 31, 1984 have been subjected to the auditung procedures applied in the examination of the basic
financial statements and, 1 our opinion, fairly state in all material respects the financial data required to be
set forth therewn 1n relanon to the basic financial statements taken as a nhole

%l ,{j;un.fr_

fu*nmn ANDERSEN & Co.

Roseland. New Jersey
February 11, 1985

CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS
As independent public accountants, we hereby consent to the incorporation of our report incorporated
by refetence 1o tius Form 10-K, nto the Company's previously filed llcpunuou Statements on Form S-8 A7, )'5.““
No 2-41036, No. 2-92203 and No. 2-92202. -
(-/_7?3‘,‘ pr g /s P
ARTHUR ANDERsEN & Co.

Roseland, New Jersey
March 26, 1985
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OPINION OF INDEPENDENT PUBLIC ACCOLINTANTS
GAF CorromaTtion:

We have examined the consolidated balance sheet of GAF Corporation and its consolidated
subsidianies as of December 31, 1983 and the related consolidated statements of income, shareholders’
equity and changes in financial position for the years ended December 31, 1983 and 1982; such financial
statements are included in your 1984 Annual Report to Shareholders and are incorporated herein by
reference. Our examinations were made in accordance with generally accepted auditing standards and.
accordingly. ncluded such tests of the accounting records and such other auditing procedures as we
considered necessary in the circumstances.

In our opinion, such consolidated financial staiements present fairly the financal position of the
companies at December 31, 1983 and the results of their operations and the changes in their financial
position for the years ended December 31, 1983 and 1982, in conformity with generally accepted
accounting principles consistently applied.

Our examinations also comprehended the supplemental schedules of GAF Corporation and its
consolidated subsidianes for the years ended December 31, 1983 and 1982, listed in Item 14(a)(2) herein.
In our opinion, such supplemental schedules. when considered in relation 1o the basic consolidated
financial statements. present fairly in all matenal respects the information shown therein,

Lo Bl bwr dema o 44685

DeLorrrs Haskins & SELLS
New York, New York
February 17, 1984

CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

GAF CompoRATION:

We hereby consent 1o the incorporation by reference in the Prospectus included in ( a) Post-Effective
Amendment No 11 10 Registranon No. 2-41036, {b) Post-Effective Amendment No. 7 to Registration
No 2-53686. (c) Registration No 2-92202 and (d) Post-Effective Amendment No. | 10 Registration No.
2-92203, all on Forms 5-8, of our opinion dated February 17. 1984 appearing in the 1984 Annual Report
on Form 10-K of GAF Corporation.

2 o bes Ol i i 4 e

DeLorrTE Haskins & SELLS
MNew York, New York
March 28, 1985
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GAF CORPORATHIN AND S!' BSIDIAMES

SCHEIDU AE | - MARKE . ABLE S =CURITIES

As of Decembaw ¥}, 1904
{ Dimilars i Thousad™ |

Tite of avwe

Repurchase Agreements

Foreign Government Secummues

Eurodollar Deposits
Money Market Funds

Common Stock — L'tlities

Principal

4y 050

21

6414
2771
2,125
2.000

Cumt
$40.050
6414
2771
2.12%
_.007

DULE I

21
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GAF CORPORATION AND SUBSIDIARIES

SCHEDULE V

SCHEDULE V—PROPERTY, PLANT AND EQUIPMENT
Year Ended December 31, 1984

{ Dullars in Thoussnds )
Balance Transfers Balance
Jomuwary 1. Addliions Beroesn December 31,
Classification 1994 at Cont Hetirements Accounts 1984
Land e $ bi7a | I $ 367 s — § 5807
Land improvements ... . 8,895 571 114 - 9.242
Buildings and bullding equipment..... .. 54,385 751 2.558 (20 52.558
Machinery and equipment . . 211049 12.151 2.521 (21) 200,658
Construction 1n progress 5.714 4427(a) = _4 10,1482
5286217 $ 17.900 $15670 5 - $278,447
Year Ended December 31, 1903
(Uollars in Thousands )
Other
Add { Deduct )
Tramfers
Balance Frem Balsace
Jonuany 1. A thoms Between  Discontinned December 31,
Classification 1983 ot Cont Retitements  Accounts Segerais 1983
Land i § 6879 L T $ 705 $ - 5 — §$ 5172
Land improvements : : 9.451 411 967 - - 8.895
Buildings and building equipment . 60.452 1.955 8.48| (1 586 54,385
Machinery and equipment . 227,742 13512 31742 130 1.408 211.049
Construction in progress 9.217 11.974)a) 1.682 {3 156 5.714
$313.741 $13.904 $43.578 s - $2.150 $286.217
Year Ended December 31, 1982
{ Dollars in Thousands )
Tramsfers
Balaace From Balance
Jammary 1. Additions : Discostinwed  December 31,
Clawsification 1982 st Cont \ietirements Segments 1982
Land $ 6866 . T &) $ 34 $ - $ 6879
Land improvements 9.075 6318 262 — 9.451
Buildings and building equipment. . 60.780 1.928 1256 — 60,452
Machinery and equipment 225.313 16.909 14,832 332 117,742
Constructiun in progress 11.091 (1.809)a) 65 — 9.217
$313.145 $17.713 $17.449 $332 $313.741

“OTE i a) Denotes net change duning year

The ranges of annual depreciation rales generally were as follows { apphed principally on the straight-line basis )

Land improvemenis 3-10%
Buildings and building equipment 2':-20%
Machinery and equipment 5.33%

22

|
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GAF CORPORATION AND SUBSIDIARIES

SCHEDULE VI

SCHEDULE VI—-ACCUMULATED DEPRECIATION OF PROPERTY, PLANT AND EQUIPMENT
Year Ended December 31, 1904

Claswlication
Land improvements

Build:ngs and building equipmem
Machinery and equipment

Classilication

Land improvements
Buildings and building equipment
Machinerny and equipment

Clansification
Lind improvements

Buildings and building equipment
Machinen and equipment

{ Dullars o Thousands )
A dadiviams
Bolance Chorged o Teamufors Belamce
Jasmary |. Conts and Borween December 31,
1984 Expemses Reticoments Accomnty 194
$ 2895 § § 197 3 - § 323
25,762 213%0 207 4 25,945
91,092 16,509 19446 L lfl v, 151
$121.749 $19.1397 $21.814 5 — $119.332
Year Ended December 31, 1903
{ Dolars in Thowsands )
A ket Tramsfers
Balsace Charged o Fram
Jm 1. Coats amd Dincontinned  December 31,
" Expomeasia} Retbremants SRy [§ U
$ 2663 § 744 § s 5 - § 2898
e 183 4470 S.654 363 25,762
922178 17 w7 21.350 R 93,092
$121.321 ilZ.’E $33.520 $1.18] $121.749
Year Ended December 31. 1982
{Dellars s Thaveands )
Addiviams Trasslern
Baleace Charged to Frem Balssze
January I. Conts ond Decembar 31
1982 Expeness Hletiroumnts Segments ard
§ L $ 510 § 119 L $ 2663
25 408 12718 1.743 - 26 381
RR 995 17.409 14,262 _il 91274
$116.735 $20.M17 $i6 (04 $ 5 $121.321

|

NOTES 140 Includes 811 316 related 1o the wrine-off of asseis in connection with provisims for certan plani shutdowns and office

relocanon dnd o $21 489 provision for depreciation charged 10 continuing operations

23
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SCHEDULE vill
€AF CORPORATION AND SUSSIDIARIES

SCHEDULE VIII—VALUATION AND QUALIFYING ACCOUNTS
Year Ended December 31, 1984

{Dallars in Thowsands )
Balamce Charged o Ealance
Jasmary 1. Conls ond Decessber 31,
Drsa viption 1994 F upumes Dhedoc tinan 1984

Valuanon and Qualifying A xcounts Deducted From Assers
To Which They Apply

Allowance for doubt{ul accounts §4.709 $1.31) § S9ia) §5.426
Allowance for discounts 914 6,772 6,197 1,489
Reserve for inventory valuanon 7.781 1.967 6.210 4,538

Year Ended December 31, 1983
({Dellars in Thousands )

Balance Charged to Balssce
Jomuary 1. Conts and December 31,
Description 1983 Expemey Deduc Voo 1983

A sluanon and Qualifying Accounts Deducted From Asseis
To Which They Apply

Allow ance for doubtiul accounts $3.034 $4.483 $2.808(a) $4.709
Allowance for discounts 1.105 6,735 6.926 914
Reserve for inventory valuation 1,987 T416 2,622 7.781

Year Ended December 31, 1982

(Dellars in Thousands )
Balance Charged v Balsace
Janusry 1. Ceoats and December 3.
Description 1982 Eugemis Ehedns iann HoH

% aluatien and Qualifving Accounts Deducted From Assels
To Which They Apply

Allow ance for doubtful accounts §2.828 $1.622 $1.416(a2) $3.034
Allow ance for discounts 1.419 &.000 6,314 1,105
Reserve for inventon valuaton 2.847 2,588 2445 2947

“OTE (a1 Represents wnie-offs of uncollecuble accounts net of recovenes
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SECURITIES AND EXCHANGE CO

WASHINGTON, D.C. 20549

FORM 10-K
ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d)

OF THE SECURITIES EXCHANGE ACT OF 194
For the fiscal year ended December 31, 1984 Cemmission file sumber 1-5026

G A F Corporation

{Exact name of registrant as specified in its charter)

EXHIBITS
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EXHIBIT IWDEX

Exhibit
h._o Description Page
31 —Ceruficate of Incorporation, as amended to September 1. 1981,

incorporated by reference to Exhibit 3 1 to registrant’s Form

10-K for the year ended December 31, 1982
32 —By-Laws. as amended as of Apnl 30. 1984 3‘1
4 Instruments defining the nghts of secunty holders. including

indentures  Upon requesi of the Secuntes and Exchange Com-
mission, the Company hereby undenakes to furnish copies of the
instruments with respect to its long-term debt.

101 —Intenm Agreement dated Apnl 24, 1984 among the Company,
certain Underwnters at Lloyd's, London and certain Insurance
Companies. incorporated by reference to Exhibn 10 10 regis-
trant’s Form 8-K for the quarter ended July 1, 1984

102 — Resoluuons adopted by the Company's Board of Directors on
Augus: 10, 1983, amending the Company's severance policy as to
Vice Presidents, Senior Vice Presidents and Executive Vice
Presidents. incorporated by reference 10 Exhibit 10 to registrant’s
Form 10-Q for the quarter ended October 2, 1983

103 —Consulung Agreement. dated as of January 1, 1984, between the
Company and Mr Robert C Wilson incorporated by reference 1o
Exhibit 1041 to registrant’s Form 10-K for the year ended
December 31. 1983

104 —Executive Incenuve Compensatior. Plan, as amended through
October 18, 1979, incorporated by reference to Exhibit A( 1) io
registrant’s Form 10-K for the year ended December 31, 1979

10 5 —Minutes of the Meeung of the Company's Board of Directors on
December 17, 198]. amending the Executive Incenuve Com-
pensation Plan as 1o award recommendanions. incorporated by
reference to Exhibit 10.6 to registrant’s Form 10-K for the year
ended December 31, 1982

L& — Plan for the Sale of Restricted and Unrestncted Common Stock
10 Employees Who Perform Executive. Administrauve or Super-
visory Funcuons (the "Siock Purchase Plan"), as amended
through September 23, 1982, incorporated by reference 1o Exhib-
it Ai3) to regisirant’s Form 10-K for the year ended December
31,1978

107 — Minutes of the Meeung of the Company’s Board of Directors on
September 23, 1983, amending the 1975 Siock Opuon Plan 10
provide for the lapse of ninth anmversary resinctions as of
October 15, 1983, incorporated by referemoe 10 Exhibat 10.8 to the
registrant’s Form 10-K for the year ended December 31, 1983.

10 8 — 1975 Stock Option Plan. incorporated by reference to the Exhibit
10 9 1o registrant’s Form 10-K for the year ended December 31,
1982

109 — Minutes of the Meeung of the Company’s Board of Directors on

July 22, 1982, amending the 1975 Stock Opuon Plan to extend
the exercise date for directors and recommending to the Stock
Opuon. Committee that certain hmited stock appreciation nghts
(*Limited Rights™) be included in the registrant’s stock opuon
agreements. incorporated by reference to Exhibit 10 10 to regis-
trant’s Form 10-K for the year ended December 31. 1982
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EXHIBIT INDEX

Exhiba
o Description Page

10 10 — Unanimous wntien consent of the Stock Opuon Commuttee,
dated July 22, 1982, amending the Company's stock option
agreements to include Limited Rights, incorporated by reference
to Exhibit 10 11 1o registrant’s Form 10-K for the year ended
December 31, 1982

10 11 — 1984 Stock Option Plan incorporaied by reference 1o Exhibit 10 2
to registrant’s Form 10-Q for the quaner ended Apnl |, 1984

1012 —Minutes of the Meeung of the Company's Board of Directors on
Apnl 30, 1984, amending the 1984 Employee Stock Opuon Plan
as to Limuned Rughts. incorporated by reference to Exhubit 10 3 10
registrant’s Form 10-Q for the quarter ended Apnl 1, 1984

1013 — Amendment to the 1984 Employee Stock Purchase Plan. as =9
adopied by the Company’s Board of Directors on September 24,
1984

114 —Consulung Agreement dated as of December |, 1984 beiween SN
the Company and G B Energy Systems. Inc for the perform-
ance of services by Dr J E Goldman

11 —Computauon of Earnings per Common Share for the Three Q?
Years Ended December 31, 1984

13 — Annual Repon to Shareholders for the fiscal year ended Decem- @(1
ber 31. 1984, cenain poruons of which are incorporated herein by
reference  The Annual Repon. except for those portions which
are expressly incorporated by reference. 1s provided for the
informauon of the Secunues and Exchange Commission and 15
not 1o be deemed “filed ™

21 — Excerpts from the proxy statement for the Company's 1985 107
Annual Meeung of Shareholders. covenng matenal incorporated
by reference in Part [l hereof

22 —Subsidianes of registrant D e
24 | —Consent of Arthur Andersen & Co , Independent Public Accoun-

tants included ar page 19 of this Report
242 — Consent of Deloitte Haskins & Sells. Independent Public

Accountants. included at page 20 of this Repont I -
2K — U ndertakings 4 ‘
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GAF's Financial Summary
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Management’s Discussion and Analysis of Financial Condition and Results of Operations

Financial Condition

When GAF's new management took office in December,
1983, it established as its prime objective the prompt realiza-
tion of the Company’s underlying values. As a result of
strategic programs implemented early in the year, the Com-
pany experienced a dramatic turnaround in 1984. With the
turnaround now accomplished, management has shifted its
primary focus to the enhancement of revenues and strate-
gies designed to lay the groundwork for sustained future
earnin th.

While the Company’s financial condition improved in the
years 1981-1983, this was primarily attributable to a restruc-
turing program that resulted in the sale of several of the
Company’s businesses and benefits derived from the rever-
sion of a total of $65.2 million in residual assets of the termi-
nated Retirement Plan for Salaried Employees. On the other
hand, the improvement of the Company's financial condi-
tion in 1984 came about as a result of improved cash flow
from ations.

As shown on the Consolidated Statements of Changes in
Finanaial Position, the Company’s cash flow from continu-
ing operations in 1984 was approximately four times greater
than the total reported in 1982 and 1983. In cddition, the
Company expenienced a cash inflow from working capital
items in 1984 of $24 million, as compared with cash out-
flows of $9.5 million in 1983 and $20 million in 1982, result-
ing from improved cash management practices and tighter
controls over inventory levels. The working capital ratio
increased to 2.23:1 in 1984 from 1.73:1 in 1983 while total
working capital increased $47.5 million (51% ) to $140.7
million.

The Company’s cash position increased nearly three-fold
in 1984 to $70 million. Increased cash flow during the past
three vears has enabled the Company to reduce its total
debt level from $233 million at December 31, 1981 to the cur-
rent level of $89.2 million, a 62% decrease. At the same
time, the ratio of debt to debt plus equity, which was 63.4%
at December 31, 1981, dmgpc-d to 47.5%, 41.3% and 29.4%
at December 31, 1982, 1983 and 1984, respectively. This
reduction in debt levels has had the added benefit of lower-
ing interest expense. Interest expense for 1984 of $9.1 mil-
ion was 44% lower than last year’s $16.3 million and was
less than one-half of the 1982 expense of $20 million.

As a further indication of the Company’s improved finan-
cial condition, Standard and Poor's and Moody's signifi-
cantly upgraded GAF's credit ratings in the third quarter
of i1984. Standard & Poor’s raised the ratings on GAF's sen-
ior debt and preferred stock by four grades to BB + and
three grades to B+, respectiveiy, while Moody's raised its
rating on GAF's debt by two grades to Ba-2.

& 87

The Company in 1984 entered into a $100 million revolv-
ing credit facility with a consortium of eight banks, effective
as of June 1, 1984 and terminating December 31, 1986. How-
ever, as a result of improved cash flow, the Company in the
third quarter voluntarily reduced this credit facility to $50
million. Between mid-September and December 31st, the
Company did not borrow against this facility and, in fact,
was in an investment mode. The revolving credit agree-
ment includes restrictions on the payment of dividends on
GAF common stock, capital expenditures and funded debt,
and requires the maintenance of minimum working capital
and net wo.th. The Company also has addiliolulr.l:ﬁort-
term lines of credit, of which approximately $12.6 million
was unused at December 31, 1984.

The Company restored the cash dividend on its common
stock in the third quarter of 1984 after not paying such divi-
dend since the first quarter of 1983. Cash divi s of five
cents per share were declared in July and October of 1984
and in January, 1985.

The Company in the third guarter of 1984 repurchased
233,073 shares of common stock and 27,272 shares of pre-
ferred stock at an a sate market value of $5.6 million.
These shares have been taken into Treasury and will be
used in connection with employee stock purchase and stock

ns.

In lar':::ry. 1985, the Company called for redemption
1,138,000 shares of the $1.20 convertible preferred stock at
th2 redemption price of $27.50 per share plus accrued divi-
dends of $.24 per share from January 1, 1985 through the
redemption date of March 13, 1985. Holders of shares called
for redemption have the right to convert to common stock
;Lany time prior to the close of business on the redemption

te.

Capital expenditures in 1984 were $17.9 million i:nfared
with $13.9 million in 1983. They are ex to ex S0
million in 1985. The Company, in the fourth quarter of 1984,
announced a $118 million capital expansion program to be
completed in stages over the next two years. The bulk of the
expansion, at a cost of $95 million, will increase capacity at
two of the Company's domestic chemical plants and at a
joint venture manufacturing operation in Marl, West Ger-
many. The remaining $23 million of the program will be
expended to increase capacity at the Fontana, California
roofing plant and for new equipment at other building
materials plants.
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The capital program will be financed principally through
internal rash flow, with financing for the Fontana expan-
sion coming from $6.3 million in tax-exempt revenue
bonds. At the end of the year, the Company had commit-
ments of $8.0 million for approved capital expenditures.
Commitments under various capital and operating lease
obligations are detailed in Note 10 to Consolidated Finan-
cial Statements. :

Results of Operations

GAF experienced in 1984 the ::fhcst earnings in its history,
both in terms of net income and income before extraordi-
nary credit.. The $41 million income before extraordinary
credits was 26% higher than the previous high set in 1974.
Operating income from the Chemicals Division reached the
highest level in Company history, 'vhile the Building Mate-
rials Division recorded its first profitable year since 1980.
Total division income for the year near'y tripled to $90.6 mil-
lion, reflecting record Chemicals profits of $79 million and
Building Materials’ $45.4 million turnaround to a profit of
$10.9 million.

Consolidated sales, which had decreased over 7% in
1982, increased $76.2 million (12.2% ) in 1983 and another
$31.9 million (4.6% ) in 1984. Chemicals sales increased $34
million (10.5% ) in 1984 after a $28.8 million (9.8% ) increase
in 1983, reflecting higher unit sales in all major product
lines. Building Materials sales in 1984 fell slightly to $370.8
million, after a $44.4 million (13.5% ) increase in 1983 to
$373.2 million. While the 1983 increase reflected a rebound
in sales volume from the depressed industry conditions in
1982, the 1984 decrease reflected the closing of three plants
in January, 1984, and the sale during the year of the Divi-
sion’s 13 building supply centers.

Consolidated operating income for 1984 of $62.2 million

ts an increase of more than 123% from last vear's
$27.8 million and a $76.8 million turnaround from a loss
of $14.6 milhon in 1982. Gross margins, which were 16.8%
and 20.7% in 1982 and 1983, respectively, increased to
nearly 25% in 1984 as a result of newly implemented cost
control measures.

The Chemicals Division reported record high profits in
1984 of $79 million, a 22% increase over the previous high of
$64.6 million for the vear 1983 which, in turn, was 16.6%
higher than the 1982 results. Operating margins in 1984,
1983 and 1982 were 22.1%, 20% and 18.8%, respectively.
The Division continued to show an increasingly high pretax
operating return on assets, with a return of 38.8% , 32.6'%
and 27.7%, respectively, for the years 1984, 1983 and 1982.

GAF Corporatom

The Chemicals Division’s performance resulted from con-
tinued cost cutting and higher unit sales in all major prod-
uct lines, The Division’s international operations, despite
the adverse effect of the strong dollar, continued to repor:
higher sales and improved profits. International sales
increased 12.7% in 1984 after an increase of 10.2% in 1983,
while profits, which include GAF's 50% equity in its joint
venture manufacturing operation, increased 3% in 1984 and
25% in 1983 as compared with 1982.

The Building Materials Division recorded a profit in 1984
of $10.9 million after three consecutive years of heavy
losses. The loss in 1983 of $34.5 million included a $26.1 mil-
lion provision for plant shutdown costs. The Division's per-
formance in 1984 was aided by a six-percent increase in
residential roofing sales, increased emphasis on the imple-
mentation of manufacturing efficiencies, the closing of

. three unprofitable plants in January, 1984, and the effect of

full conversion from organic to glass fiber roofing produc-
tion. This turnaround was achieved despite another disap-
poinling year in the building industry in which selling
prices, due to overcapacity in the industry, were held to
1979-1980 levels. However, due to the programs imple-
mented by the Company in 1984, management e::ra‘ts this
business to uperate at increasingly higher levels of profit-
ability in the coming years.

Corporate operating expenses, which decreased $6.7 mil-
lion (22.8% ) in 1983 as compared with 1982, were reduced
another $4.2 million (18.5%) in 1984. This decrease was
attributable to staff reductions, decentralization of opera-
tions and relocation of the Company’s corporate uar-
ters. The effects of the programs implemented in 1984 will
carry over into 1985 and are expected to result in further
reductions in corporate overhead expenses.

The Company’s results in both 1983 and 1982 were
affected by several nonrecurring factors. The prolonged
1983 proxy contest resulted in a charge to operations of $10
million ($.70 per share—primary). Net income in 1982 was
favorably affected by s sales of tax benefits,
settlement of two lawsuits with' Eastman Kodak and rever-
sal of reserves related to the terminated Retirement Plan for
Salaried Employees. Total income from these items
amounted to $30.1 million ($2.10 per share—primary), or
53% of the Company’s total 1982 net income.

For a review of the effects of inflation on the Company’s
financial statements, see Supplementary Data-Financial
Reporting and Changing Prices.

. 88
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Review of Consolidated Financial Information

Summary of Selected Financial Data
(Millions of Dollars, Except Per Shar: Amounts)

GAF Corporation

Year Ended December 31 - 1984 1983 1982 1981 1980
Net Customer Sales
Chemicals $357.2 $323.2 $294.4 $300.8 $284.4
Building Materials 370.8 3732 3288 1.7 3928
Broadcasting 33 3.0 — - -
Consolidated Sales 731.3 699.4 623.2 672.5 677.2

R e e e e e e e B R e e =g ¥

Divisicn Income (Loss) Before Income Taxes

Chemicals 7.0 64.6 55.4 55.9 50.8

Building Matenals 10.9 (34.5) (26.3) (38.6) 13.7

Broadcasting 0.7 0.5 - — -
Total . 20.6 30.6 29.1 17.3 64.5

*_

Income (Loss) From Continuing Operations 41.0 (29.2) 12.2 (28.2) 10.3
Earnings (Loss) Per Common Share—

Continuing Operations: Primary 2.62 (2.23) 64 (2.24) 50

. Fully Diluted 2.30 (2.23) .70 (1.57) .50

Dividends 'er Common Share . .10 05 .50 .80 77
As of December 31
Current ai(:ets $254.9  $2209  S2124  $337.3  $482.7
Current Liiabilities 114.2 127.7 123.4 179.6 330.6
Working Capital 140.7 93.2 89.0 157.7 152.1
Property, Plant and Equipment—net 159.1 164.5 192.4 196.4 200.0
Total Assets 4523 4143 4683 5598  698.3
Short-term Debt 6.5 30.7 7.8 17.4 58.0
Total Long-term Debt 82.8 88.8 157.1 215.6 193.5
Shareholders’ Equity 214.0 169.8 181.9 134.7 12.3
Percent of Debt to Debt ’lus Equity 29.4% 41.3% 47.5% 63.4% 67.3%

Market for Common Stock

As of March 1, 1985, there were 25,448 holders of record of GAF's outstanding common stock. The following information

pertains to the Company’s common stock, which is traded on the New York Stock Exchange.

Cash Dividends Per Common Share Price Range of Common Stock
1984 1983 1984 1983

High Low High Lo

First Quarter $— 505 First Quarter $17% $15 $16':2 $127m

Second Quarter - — Second Quarter 18s 152 19v, 15%,

Third Quarter 05 — Third Quarter 4% 17% 167/ 13%

Fourth Quarter 05 — Fourth Quarter 25V 21 17 14%

t JU 89
22
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Consolidated Statements of Income GAF Corporation

(Thousands of Dollars, Except Per Share Amonnts)

Year Ended December 31 1964 1983 1982
Net Sales $731,314 $699,397 $623,236
Costs and Expenses:

Cost of Products Sold 548,967 554,876 518,766

Selling, General and Administrative 120,139 116,703 119,065

Total Costs and Expenses 669,106 671,579 637,831
Operating Income (Loss) 62,208 27,818 (14,595)
Interest Expense (9,143) (16,280) (20,031)
Other Income (Expense)—net (Note 2) 1,553 (35,727) 38,638
Income (Loss) From Continuing Operations

Before income Taxes 54,618 (24,189) 4,012
In_come Tax Provision (Benefit) (Note 3) 13,572 5,010 (8,170)
Income (Loss) From Continuing Operations 41,046 (29,199) 12,182
Income From Discontinued Segments — — 5,303
Extraordinary Credits (Notes 5 & 4) : 15,656 25,358 38,74
Net Income (Loss) $ 56,702 $ (3,841) $ 56,229
T S T e e T e . T s N e B PSS
Eamings Per Common Share (Note 1): <
Primary:

Continuing $ a2 $ (223) 5 o4

Discontinued o == 37

Extraordinary 1.08 1.76 2.70
Net Income (Loss) $ 17 $ (47 $ 3.71
Fully Diluted:

Continuing $ 23 $ 223) S 70

Discontinued -— - 30

Extraordinary .87 1.76 T8 Y
Net Income (Loss) $ 317 $ (47 $ 317
See Notes to Consolidated Financial Statements,

oy 80
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Consolidated Balance Sheets

{ Thowusands of Dollars)
December 31

Assets

C_umnl Assets
Cash

GAF Conporatum

Short-term investments 53,367 8,559
Accounts receivable, less reserve— (984, $5,426; 1983, $4,7(9 95,139 98, 166
Inventories (Note 1) 83,452 9,751
Other current assets o - 6,758 8,517
Total Current Assets 254,902 220,902
, Plant and Equipment—net (Note 1) 159,115 164 468

Other Assets - o - 38,256 28,897
Total Assets $452,273 $414,267

Liabilities and Shareholders Equity

Current Liabilities
Short-term debt (Note 5)

$ 6,461 $ 3.746

Current portion of long-term debt (Note 5) 10,278 11,516

Accounts payable 57,868 46,009

Accrued liabilities 36,562 37,192

Income taxes payable 2,99 2,264
Total Current Liabilities 114,163 127,747
Long-term Debt Less Current Portion (Note 5) 72,478 77,322
Other Liabilities 51,626 19,394
Shareholders’ Equity (Notes 6 & 7)
Preferred smck,gl par value per share: authorized 6,000,000 shares;

$1.20 convertible series; issued shares— 1984, 2,539,658; 1983, 2,549,398;

at assigned value of $1 25 per share (preference on liquidahion— 1984, $66,989) 3175 3,187
Common stock, $1 par value per share: authorized 25,000,000 shares;

issued shares— 1984, 14,508,987, 1983, 14,465,701 14,509 14,466
Additional paid-in capital 56,420 55,548
Retained earnings 156,123 103,814
Accumulated translation adjustment (10,451) (6,080)
Treasury stock, at cost - - (5,770) (1,131)
Shareholders’ Equity 214,006 169,804

Total Liabilities and Shareholders’ Equity

$452,273 $414,267

Ser Notes to Consolidated Finanaal Statements

81
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Consolidated Statements of Changes in Financial Position GAT Corporation

( Thowsands of Dollars)

\mr Ended December 31 S - - B 1964 198} 1982
Cash and Short-term Investments, lanwy 1 - - $23,468 512377 $13, M8
Source (Use) of Funds:
Income (Loss) From Continuing Operations 41,046 (29,199) 12,182
Charges (credits) not affecting funds:
Depreciation 19,397 21,469 20,717
Plant shutdown costs - 26,146 s
Other—net o 4,209 {1 917) (17.566)
Total funds from continuing operations 64,652 16,47 15,333
Extraordinary Credits, net of credits not ail‘ectm_gfund- 15,656 25,358 3.74
Total funds from operations o - 80,308 41,837 19.077
Cash proceeds from sales of assets ot discontinued businesses 822 5216 81,976
Additions to property, plant and equipment (17,%900) (13,904) (17.713)
Other working capital items* 23,951 (9.507) (20,091)
Other o - (2,573) M, 91 12,487
Total source before financing and investment activity 84,608 58,633 75,736
Financing and investment activity:
Decreases in short-term debt (24,285) {10,554) (9,648)
Increases in long-term debt 6,325 62 801
Decreases in long-term debt 112,407) {34, 800) {58,794)
Cash dividends (4,393) (3.686) (10,132)
Other —  3,763) 1,436 1,066
Total use for financing and investment activity = 138,523) (47,542) (76, 707)
Increaw (decrease) in cash and short-term mvestmcms - 46,035 11,091 (971)
C.u-h and Short-term Investments, December 31 $69,553 $23,468 $12,377
T e e e e Sy . Ema— - —
*Other working capital items B ad 1983 19m2
Accounts recervable $ 307 S13.997) S (17604}
Inventones 7.299 4.028 AT
Other current assets 1,686 3,257 {3.025)
Accounts payable 11,859 (4.74H) (24.477)
Accrued habilitws (630) 1.057 (37.531)
Income taxes pavable e w2 L
Net source (use) of tunds $23,951 S (9.37) $20.081)

e N e e S R R e T
Sev Notes to Consolidated Finanoal Statemenits
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Consolidated Statements of Shareholders’ Equity

GAF Corporation

{ Thousands of Dollars)
Year Ended Dycember 31 P 1984 - _um 1982
$1.20 Convertible Preferred Stock:

Balance, January | $ 3187 $ 3,194 $ 3265
Converted into common stock: 1984—9,740 shares;

1983—5,359 shares; 1982—57,027 shares a2 (7) (7N
Balance, December 31 3175 3,187 3,194
Common Stock, $1 Par Value Per Share:

Balance, January | 14,466 14.459 14,388
Conversion of 5% convertible subordinated notes

and preferred stock 49 7 71
Balance, December 31 14,509 14,466 14,459
Additional Paid-in Capital:

Balance, January | 55,548 55,008 54.360
Excess of proceeds over cost of treasury

common stock sold 128 154 580

Conversion of 5% ccnvertible subordinated notes 669 — —

Other -] 56 o8
Balance, December 31 56,420 55,548 55,008
Retained Earnings:

Balance, January | 103,814 111,341 65,244
Net Income (Loss) 56,702 (3.841) 56,229
Cash dividends:

Preferred stock ($1.20 per share) (2,958) (2,970) (2,980)

Common stock (per share: 1984—$.10; 1983-—$.05; 1982—$.50) (1,435) (716) (7.152)
Balance, December 31 156,123 103,814 111,341
Accumulated Translation Adjustment:

Balance, January 1 (6,080) -

Accounting change at January 1, 1983 - (1,903) —

Transhtion adjustment for the year “4,371) (4,177) —
Balance, December 31 (10,451) (6,080) —
Treasury Stock, at cost:

$1.20 Convertible preferred stock:

Balance, january 1 932) (932) (932)
Repurchase of odd-loi holdings—27,272 shares (725) — v
Balance, December 31: 1984— 103,672 shares; 1983 and 1982—76,400 shares (1,657) (932) (932)
Common stock:
Balance, January | (199 (1,151) (1.638)
Repurchased under restricted stock purchase plan: 1984—20,928 shares;
1983—24,013 shares; 1982—65,559 shares : 136) (152) (385)
Issued under various stock option and stock purchase plans:
1984—81,569 shares: 1983— 144,750 shares: 1982—132,279 shares 1,062 1,14 872
Repurchase of odd-lot holdings—233,073 shares (4,840) = -
Balance, December 31: 1984— 196,442 shares; 1983— 24,010 shares;
1982 — 144,747 shares ~ 4,113 (199) (1,151)
Shareholders’ $214,006 $169,804 $181.219

See Notes o Consobdated Finanaal Statements
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Notes to Consolidated Financial Statements

1. Summary of Significant Accounting Policies

Principles of Consolidation

The accounts of all significant subsidianies of the Company
are included in the consolidated financial statements. All
significant intercompany transactions and balances have
been eliminated. A wholly owned captive insurance sub-
sidiary and the 50 percent ownership of a foreign chem-
ical manufacturing company are accounted for by the
equity method.

Short-term Investments

Short-term investments are stated at cost, which approxi-
mates market.

Invenitories

Inventories are stated at the lower of cost (principally aver-
age) or market. Inventories at December 31 consist of the
following;

Thousands of Dollars 1984 1983
Finished goods 0,290 $39.297
Work in process 12,891 16,619
Raw matenals and supplies 3,265 H 835
Total inventornes §83,452 990,751

Pruperty, Plant and Equipment and Related Depreciation
Depreciation is computed principally on the straight-line
method based on the estimated economic lives of the assets.
Certain interest charges are capitalized as part of the cost of
property, plant and equipment additions.

Property, Plant and Equipment at December 31 consist of
the following:

Thousands of Dollars - 1964 1982
Land and land improvements S 15.049 5 15069
Buildings and building equipment 52.558 54,385
Machinery and equipment 200658 21LMH9
Construchon in progress 10,182 5714
Total 7R M7 286217
Less Accumulated Depreciation B 119,332 121.7499

y. Plant and E $159,115  S164,468

Cost in Excess of Net Assets Acquired
Cost in excess of net assets acquired prior to 1970 in the

amount of $5,744,000 is included in Other Assets in the
accompanying Consolidated Balance Sheets and is not
being amortized as it is believed to have continuing value.

Deferred Income Taxes

Deferred income taxes arise from reporting certain income
and expense items in the financial statements in periods dif-
ferent from those in which such amounts are reported for
income tax purpuoses.

Investment Tax Credits

The Company accounts for investment tax credits as a
reduction of the provision for United States income tax (the
flow-through method).

GAE Corperaton

Reclassifications

Certain amounts in the 1983 and 1982 tinancial statements
and footnotes thereto have been reclassified to conform
with the 1984 presentation

Foreign Currency Translation

Effective January 1, 1983, the Company ad« Statement
of Financial Accounting Standards No. 52, “Foreign Cur-
rency Translation.” Prior years have not been restated as the
effect is not material.

Research tdm
Research and development expenses are charged to opera-

tions as i and amounted to $8.7 million in 1984, $8.0
million in 1983 and $6.6 million in 1982
Earnings Per Common Share

* Primary carnings per common share are based on the

weighted average number of common and common equiva-
lent shares outstanding during each year after giving
appropriate effect for preferred stock dividends. Wﬂil:ted
average shares for computing primary earnings per share
were (in thousands) 14,510 for 1984, 14,442 for 1983 and
14,338 for 1982,

Fully diluted earnings per share are based on the
weighted average number of common and common equiva-
lent shares outstanding and the assuined conversion of con-
vertible securities outstanding after appropriate adjustment
for interest on convertible notes. Where the effect of the
assumed conversion on net income would be anti-dilutive,
primary and fully diluted earnings per share are stated
the same. Weighted average shares for computing fully
diluted earnings per share were (in thousands) 17,993 for
1984, 17,907 for 1983 and 17,850 for 19682

2. Other Income (Expense)
A summary of Other Income (Expense)—net follows:

Thousands of Dollars
For the Year 19684 1983 1962
Equity in income of investees $5.125 % 4705 § 5554
Interest income 4.151 3,53 5,550
Plant shutdown costs - (26.146) —
Proxy contest and related expenses (10,042) —
Legal and other expenses related

to products no longer sold {4.501) (3,55%4) (803)
Cash settlement of antitrust lawsuit

with Eastman Kodak 9,500
Reversal of pension reserves 7.000
Sales of tax benefits - . 6,454
Adjustment of Insurance reserves (2, 400) - 1483
Office relocation expenses — (3,488) —
Miscellaneous— net . (H22) {(69) 1,900
Other Income (Expense) —net $1,553  $(15.727) $38.638

27
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Notes to Consolidated Financial Statements (.ontinued)

Equity in Income and Net Assets of Investees

Financial data for investments which are accounted tor by use of the equity mothod follows:

Thousamds of Dollars

GAF Corporatum

For the Yeur B .. - 1983

Jownt Captive Insurance fownit Captive Insurance
Income Statement Data _ \Vontune® Subsadiary Venture® b
Revenues #45.6013 3,125 W77 $ 42490
Costs and Expenses ) 35, 102 1007 3418 4876
Operating Income (Loss) 10,511 118 7,355 he)
Income for the Year 6.715 1.291 £, 954 w2
GAF Equity Theremn 3.8 1.2 4.3 w2
Devember 11
Balance Sheet Data
Current Assets SIR W7 $1.72 § 9893 § 1€
Noncurrent Assets 12,501 TR 17,434 b, 706
Total Assets 31,498 4,600 27,37 10,699
Current Liabilities 9.615 k] 6,780 M
Noncurrent Labilihes LTS 4,918 4,253 7.343
Total Liabalities 10,790 4.956 11,033 7.3%7
Net Assets 20,708 4654 16,294 162
GAF Equity Theren LR, 4.654 7.519 1.2

*hunt Venture data presented above pertains to GAF Huls Chemie, GmbH. a pant v nture between GAF Corporation and Chemische Werke Huls, which

operates a chermical manutacturing plant in West Germany

3. Income Taxes

The Income Tax Provision (Benefit) applicable to mntl nuing

income tax rate to pre-tax income (loss) and the actual tax
provision (benefit) applicable to continuing operations are

operations consists of the following: as follows:
Thousands of Dillar< Thousands of Dollars
For the Your 1983 1982 1982 For the Year 1984 o3 1982
Federal $ 4932 $ — 13,403} Statutory Provision (Beaefit) $25.125 11,129 $ 1840
Forewgn 5,835 5.0 5233 Adjustments.
State 2,805 () = Operating loss carrviorwand

357 5 7 (carrvback) - 19.674 (8. 458)
Income Tax Provisien (Benetit) $13572 $5.010 $ (M.170) 5 Tax Credits (10.700) e in
Federal taxes in 1982 include $2.7 million related to Deferred ~ !mpactof formgn Operabions (L7320 gy
Taxes. The differences betw een the income tax provision et ) (796) (1.499) (S80)
(benefit) computed by applving the statutory federal Income Tax Provison (Benefit) 13,572 § 5010 S8.170)
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At December 31, 1984, the Company had net operating
loss carrviorwards available to oftset luture iIncome subject
to tax of approumately $65 milhon tor tinancal reporting
purpuses. of which approumately $60 million relates to
domestic operations. Tne comparable amount from 1983
was wimately $90 million, of which approximately $80
million related to domestic operations. For tax purpuoses,
the Company has investment tax credit carryvforwards of
$10 7 million, most of which were generated prior to 1984
These credits were utilized for financial statement purposes
dunng 1984

As of December 31, 1984, prowvision had not been made tor
United States income taxes on approximateiy $22 million of
unrermitted earmings of um-btzu-d toreign subsidianes
and the Company’s 3% owned joint venture, because it is
management’s intention to reinvest such earmings indefi-
nitely. Any United States taxes pavable on toreign earnings
which may be remitted in the future are expected to be
reduced by the combined effects of net operating loss carry-
forwards and firregn tax credits

Extraordinary Credits tor 1984, 1983 and 1982 include
$1,830,000, $3,527,000 and $3, 744000, respectively, repre-
senting the income tax benefit from the utiization of for-
eign operating loss carrvtorwards The 1984 Extraordinary
Credits also include an income tax benetit of $5,479,000
from the utihzation of federal and state operating loss carry-
torwards Future utilization of the operating loss carry-
forwards tor United States income tax purposes may
require the restoration of applcable deferred income tax
amounts

i Benett Plans
In September, 1982, the Board of Directors of the Company
authonzed the termination of the Retirement Plan for Sala-
ned Emplovees (Man), a detined benefit plan, effective
December 31, 1982, and the creation of a new GAF Capital
Accumulation Plan, a defined contribution plan, tor ergl*
salaned emplovees eftective January 1, 1983. As a result
of the termination, transfers of funds were made to the
Company in November, 1983 and during 1984 in the total
amount of $65. 174,000 Such reversion of the Man’s resi-
dual assets to the Company created Extraordinary Credits
of S8, 347,000, $21,831.000 and $35.000,(00 tor the vears
1984, 1983 and 1982, respectively

Under the new GAF Capital Accumulation Plan, Com-
pany cortributions consist of a basw contribution of three
percent of the compensation of parhapants for the plan

vear together with mawching contributions, up to an addi-
tional four percent as .-pg-n'fied in the plan, for those partici-
pants who have elected to make voluntary contributions to
the plan. Each participant is fully vested at ail times in the
balance in each of his or her accounts in the plan. The
aggregate contributions made by the Company to the plan
and charged to upemtum-. in 1984 and 1983 were $2,89%, 000
and $3,029,000, vely.

The retirement plans for hourly emplovees and Texas
City facility employees are noncontributory defined benefit
ths Company policy is to fund accrued pension ex

ension expense charged to operations was $289,000 in
1984, $430,000 in 1983 and $873,000 in 1982. A comparison
of the accumulated plan benefits and plan net assets for

these plans 1s presented below:

T honesareds of [aollars = 1984 193
Actuanal present value ofF swcumulated

plan ben-fits

Vested 3625 81,453

Nomvested 2.4l 1.l
Toral - - S86, He S84.014
Man assets avatlable tor benefits ) §92.620 LI
Assumind rate of return w 7%
Man valuaton date i 1184 1 143

In 1984, the Company announced a proposed spin-off/
termunation involving its Retirement Plan for Hourly

Employees, pursuant to which the Company purchased an
annuity contract approximating $68 million covering the

benefits accrued to Se 1. 1984, for participants of
the plan. Assets were sufficent to provide for the accrued
benefits of all hourly participants. Pursuant to governmen-

tal regulations, excess assets were then “spun-off” to a new
plan for inactive members. The inactive plan was then ter-

minated. Following government approvals of the spin-off/
termination, the excess assets. estimated at over $1
million, will revert to the Company. The Company will con-

tribute to the plan in future vears for active employees to
meet liabilities as they accrue.

In addition to providing pension benefits, the Company
and its subsidianes provide certain health care and life
insurance benefits for retired employees. Substantially all of

the Company’s employees, including s in foreign
countnes, may become eligible for those if they
b
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Notes to Consolidated Financial Statements (continued)

reach normal retirement age while working for the Com-
ny. The cost of retiree health care and life insurance bene-
from continuing operations ($3.7 million in 1984) is
ized as ex as claims are paid.

As part of the 1977 and 1980 discontinuance programs,
the Company provided for benefits, primarily health and
life insurance of certain retired employees, of discontinued
businesses. The balance of the Lability for such future bene-
fits at December 31, 1984 and 1983 was $18 million and $19.9
million, respectively.

5. Debt and Dividend Restrictions
Information regarding short-term debt is as follows:

Thowsands of Dllars 1oy 1963 1982
As of December 31
Balance outstanding $6d01 ST S T.HN
w\n\! average interest rate B.0% 10.7% 10.0%
For the Year
Average nonth-end short-term debt

ovutstanding, SIT915  §73.931  S13,. 368
Maumum month-end short-term debt

vutstanding SHATHY 895517 SIT.94
M\hﬂd average mon th-end interest rate 11.4% 10.1% 13.5%

At December 31, 1984, the Company had unused short-
term lines of credit aggregating approximately $12.6 million
(in addition to the revolving credit facility discussed below).
The short-term lines of credit are maintained with banks
on terms which expire on varnious dates, but aie generally
renewable. Borrowings generallv bear interest at or near the
prime commercial lending rate.

Long-term debt at December 31, 1984 and 1983 was
as follows:

Thousards of Dollars 1984 1983
912% senior nodes due March 31, 1987

with annual scheduled pnnapal repavments SI7.100 §2° 2
B2 semor notes due January 15, 1992,

with annual scheduled prinapal repavments 1930 21,900
Industnal revenue bonds with vanous

interest rates and matunty dates to 2009

Certain assets are pledged as collateral thereto 22,981 18,243
Obligation under capital lease (Note 10) 10.319 1113
5% convernble subordinated notes due Apnl |

1994 with optional annual repavments

beginnng Apnl | 1990 7,500 %200
Other 5,556 5,742
Toral 2,756 LR )
Less current porton 10,278 11.516
Long-term debt_ less current portion §T2.47R §77.2

X
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GAF Corporation

The 5% convertible subordinated notes are convertible
into shares of common stock at any time at a conversion
price of $22.50 F’ share (subject to antidilution adjust-
ments in specified circumstances). During 1984, $700,000 of
notes were converted into 31,111 shares of common stock.

The Company in 1984 entered into a $100 million revolv-
ing credit facility with a consortium of eight banks, effective
as of June 1, 1984, and terminating December 31, 1986.
However, as a result of improved cash flow, the Company
in the third quarter voluntarily reduced this credit facility to
$50 million. Interest on the borrowings is at the prime rate
or a rate based on the London Interbank Offer Rate. Under
the agreement, a commitment fee of '2 of 1% per annum is

on the daily av unused ion of the commit-
ments, and a facility fee of /2 of 1% per annum is charged
on the commitments, whether used or unused. At Decem-
ber 31, 1984, there were no borrowings outstanding under
this agreement.

The new includes restrictions on the payment
of cash dividends on GAF common stock, generally based

upon 0% of net income (excluding certain items) subse-
quent to April 1, 1984, less all cash dividends and certain
other s payments made after April 1, 1984. As of
Dece 31, 1984, $16.1 million of retained earnings were
available under this agreement for future cash di\1£mb
common stock and repurchases of stock except repurchases
to fulfill i ts of employee stock and stock

purchase . The agreement and other loan agreements

contain provisions which, among other things, require the
maintenance of minimum working capital and net worth

and limit the amount of debt and capital expenditures,
restrict the right to sell capital assets, engage in mergers or
consolidations and to incur certain contingent obligations.

The aggregate maturities of long-term debt for the next
five years are as follows:

Thousands of Dollars

1985 $10,278
1966 $10,007
1987 $12,735
1988 $ 3,92
1989 $ 5.9

6. Capit:l Stock

The $1.20 convertible preferred stock, dividends on which
are cumulative, is convertible at any time into common
stock at the rate of 1.25 shares of common stock for each
share of preferred. The Company, at any time at its option,
may redeem all or any of the stock at $27.50 per
share. In January, 1985, the Company called for md;l:kptm
1,138,000 shares of the $1.20 convertible

the redemption price of $27.50 per slun.- plus accrued divi-

G-I_EPA0020921



dends of $.24 per share from January 1, 1985 through the
redemption date of March 13, 1985. Holders of shares called
for redemption have the right to convert to common stock
at any time prior to the close of business on the redemption
date. The shares called for redemption were selected by lot.

The shares of common stock reserved for issuance at
December 31, 1984 and 1983 were as follows:

Shares Reseroad - 1984 1983
Conversion of $1 20 convertible

prefermed stock 1044983 091,244
Conversion of 5% convertible

subvrdinated notes 333,333 3o 44
Issuance under stk option

and purchase plans 1,984,913 636, 362
Total Shares Reserved 5,360,249 4,092,054

7. Stock Option and Stock Purchase Plans
In 1984, the Company adopted the 1984 Stock Option Plan
which provides for the granting of incentive and nonquali-
fied stock options to key emplovees of the Company and its
subsidiaries to purchase common stock of the Company at
not less than 100 nt of the fair market value at the date
of grant. Under the terms of the plan, options for 800,000
shares ot common stock may be granted from time to time
until April 30, 1989. During 1984, 356,300 options were
granted. of which 349.800 were outstanding at December
31, 1984, at option prices ranging from $17.125 to $23.75.
There were 450,200 options available for grant at December
31. 1984. The term of each option is five vears and sixty
days. Options may not be exercised during the first year
after the date of grant, but thereafter, options become exer-
cisable as to 20% of the shares subject thereto on each of the
first through the fif:h anniversaries of the date of grant.
The Company’s 1975 nonqualified stock option plan pro-
vided for the granting of 800,000 options to key employees
to purchase common stock of the Company at not less than
100 percent of the fair market value at the date of grant.
Options granted through Apnl 30, 1984 are exercisable one
vear after grant and expire after 10 vears. Options granted
afrer April 30, 1984 are subject to the same terms and condi-
tions as options issued under the 1984 Stock Option Plan.
These plans provide for stock appreciation rights,
wherein an option holder may request “surrender” of the
option in exchange for pavment (in cash or stock) by the
Company of the difference between the option and market
prices on the date of surrender. The requested surrender of
an option mav be granted or denied at the discretion of the

Executive Compensation Committee of the Board of Direc-
tors. The plans also provide for limited stock appreciation
rnghts permitting the option holder to surrender exercisable
options in the event of a tender or exchange offer for the
Company’'s common stock made by someone other than the
Company.

The following is a summary of certain information per-

aining to the 1975 stock option plan:
Shares 1984 1983 19862
Outstanding January | 254,400 04,650 574150
Granted 124,100 - —
Exercised (52,000) (144, 730) (133,000)
Terminated (500} (5, 500) {36, 500)
Outshnm December 31 126, (00 254, 400 404,650
Al December 31
Exercisable 201,9%) 254,400 404,650
Available lor grant — 124,000 118,500
Outstanding $ 985 $ Y625 $ Y.n25
: sNn7s S14.875 $14.875
Exercised $ 9625 $ 9625 £ 9625
$14.875 $14.875 $11.875

In April, 1984, the shareholders of the Company
approved the 1984 Employee Stock Purchase Plan covering
600,000 shares of common stock. The plan provides for
grants of options to purchase shares of common stock on a
nondiscriminatory basis to all eligible of the
Company and its subsidiaries. No options to purchase
shares of common stock under the plan may be granted
after April 30, 1989. The price at which shares may be pur-
chased is the lesser of (i) 85% of the fair market value on the
date of grant or (ii) 85% of the fair market value on the date
of purchase. As of December 31, 1984, 18,957 shares of com-
mon stock had been issued under the plan.

Under the provisions of the Company’s 1969 restricted
and unrestricted stock purchase plan, 650,000 shares of
common >tock were uuthorized for sale to key employees.
The plan currently provides that restricted and unrestricted
shares may be sold at prices which are not less than 50 per-
cent and S:Irrcent, respectively, of the closing market

' ing the date of grant. Under certain conditions,
the Company has the right to repurchase restricted shares
of common stock at lheorigimlullingm. At December
31, 1984, there were 277.890 shares avai for sale under

this stock purchase plan. The excess of quoted market
value at the date of grant ove. the sales price

income and credits to additional paid-in capital over the
restricted penod.

k|
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Notes to Consolidated Financial Statements (continued) GAF Corporation

8. Business Segments Intormation

Miilions of Dollars
For the Yer o 1984 1983 1982
Sales

Chemicals® $357.2 $3232 $294.4

Building Materials Jns 373.2 328.8

Broadcasting®** 33 3.0 —
Consolidated Sales $731.3 $699.4 $623.2
Division Income (Loss)

Chemicals™ $ .0 $ 646 $ 554

Building Materials 10.9 (34.5) (26.3)

Broadcasting™** 0.7 0.5 -
Total 9%.6 30.6 2.1
Corporate:

Openhng Expenses (18.5) (22.7) (29.9)

Interest Expense (9.1) (16.3) (20.0)

Other Income (Expense)—net (8.4) (15.8) 243
Net Corporate Expenses (36.0) (54.8) {25.1)
Income (Loss) From Continuing

Operaiions Before Income Taxes $ 54.6 $(24.2) $ 40

Chemicals** $203.8 $198.1 $199.8

Building Matenals 158.6 164.1 176.8

Corporate and other 89.9 52.1 91.7
Total Assets $452.3 $414.3 $468.3
Additions to Property, Plant and Equipment

Chemicals $ 96 $ 52 $ 77

Building Materials 80 8.3 9.1

Cnrputate and other 0.3 0.4 0.9

$ 179 $ 139 $ 17.7

Dmlals $ 1.1 $ 100 $ 106

ilding Materials 7.0 93 8.2
Corpofah- and other 1.3 2.2 1.9
Total $ 194 $215 $ 207

*Chemicals sales are net of intersegment sales of $23.2 million, $20.9 million and $16. 1 million for 1984, 1983 and 1962, respectively.
Intersegment sales are recorded at the same prices charged to unaffilisted customers.

**Chemicals Division income and identifiable assets include GAF's 50 equity in the income and assets of GAF/Huls Chemie, GmbH
(s=e Note 2)

**Classified as a discontinued business in 1982

£ Nt
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9. Geographic Information

Mullwns of Dilars

For the Your 1984 1983 14982

Desmestic Operations:

Net Sales™ St49 9 9 $557 4

Operating Income (Loss) $ 492 $ 160 S(23 0
Other Income (Expense) (149 (U] 115

Income (Loss) From Continuing

(Emhﬁn-lm Tanes $ M3 S0 S(lls)
Identfiable Assets S404. 8 $375.0 $432.0
Forrige Opeerations:

Net Sales ™ $ Bl 4 $ 715 $ 658

T e T T i AR,
Operating Income (Loss) $ 130 $ 118 $ 85
Other Income (Expense)™* 713 8.0 71

Income (Loss) From Conbinuing

tz‘ ahons Before Income Taxes $ 203 % 198 $ 158

Identifiable Asset<*™ $ 475 $ 393 $ 33

*Domestic sabes are net of transters between geographuc areas of $34 9 mil-
hon. $29 0 milhon and $26 4 milhon. respectively

**Foreign sales are net of transters between geographw areas of $7 3 milkon,
%9 4 milhon and $9 1 mithon. respectively

***Foreign Operatons income and identihiable assets include GAF's 50%
equity in the income and assets of GAF Huls Chemie. GmbH (see Note 2)

10. Commitments and Contingencies

The lease for the Company’s headquarters in Wayne, N.J..
is accounted for as a capital lease and is included in Prop-
erty, Plant and Equipment—net at December 31, 1984 and
1983 in the amount of $7,546,000 and $7,987,000, respec-
tively. The related present value of future net minimum
lease pavments is reflected as long-term debt (see Note 5),
and the amortization expense associated with the capital
lease is included in depreciation expense. The Company
also has operating leases for transportation and data
processing equipment and for other buildings.

Amlilms’ Report
ARTHUR 101 Eisenhower Parkway
ANDERSEN  Roseland, New Jersey 07068

&(O

To the Shareholders and Board of Directors of
GAF Corporation:

We have examined the consolidated balance sheet of GAF
Corporation (a Delaware corporation) and subsidiaries as of
December 31, 1984, and the related consolidated statements
of income, shareholders’ equity and changes in financial
position for the vear then ended  Our examination was
made in accordance with generally accepted auditing stan-
dards and, accordingly, included such tests of the account-
ing records and such other auditing procedures as we con-
sidered necessary in the circumstances. The financial
statements for the years ended December 31, 1983 and
1982, were examined by other auditors whose report
thereon dated February 17, 1984, expressed an unqualified
opinion on those statements

Future minimum lease payments for properties which are
held under long-term noncancelable leases as of December
31, 1984 are as follows:

Thowsands of Duollars Capital COperating
Mromum Payments Lease ’r::m
1985 $ 1,608 3,280
1986 1.5 L.l
1967 1.482 44
1988 1.419 i
1989 1,356 11e
Later Years 8,600 19
Total minimum payments 16,007 $5.027
Less interest included above 5,688
Present value of net minimum

lease payments $10.319

At December 31, 1984, there ‘were vanous lawsmts

ing against the Company to matters arising fmunu
business, including : 18, l(llmvolvmgbodily
injury claims relating to the sl;dmasbesms
tos-containing ucts no longer by the Company.
ThCmmymomMasade&Manlmw
mately 50 asbestos property damage lawsuits by school dis-
tricts and other owners of buildings seekiny to recover the
cost of removal of asbestos insulation and other asbestos
products. The full cost of i and defense of all the
asbestos bodily injury and property damage lawsuits is
being paid by the Company’s insurance carriers, subject to
i the opinion of , the
of such matters will not have a material
admsee{fedmﬂowpmy‘smmbdaud financial

position,

11. Supplementary Financial Information

—_

Thousands of Dollars

For the Year 1984 iv&83 1982
Maintenance and 11,796 $082 $41.20
Rentals—operating 5,601 6,954 6,586

In our opinion, the 1984 financial statements referred to

above present fairly the financial position of GAF Corpora-
tion and subsidiaries as of December 31, 1984, and the
results of their operations and the changes in their financial

position for the year then ended, in conformity with gener-

ally accepted accounting principles applied on a basis con-
sistent with that of the preceding year.

Februaryq {1088 :

Londlonaun £ G0 .
/%MW/é?.
100 B
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__Supplementary Data (L naudited)

Financial Reporting and Changing Prices

The Company’s financial statements are presented on an
historical cost basis and, as such, are not intended to meas-
ure the effects of changing prices in an inflationary econ-
omy. In accordance with &e Statement of Financial
Accounting Standards No. 33, “Financial Reporting and
Changing Prices.” as amended. the following -
tary information is ted to reflect the estimated impact
of inflation on the Company’s income from continuing
operations.

The Company’s historical financial data have been
adjusted for the effects of changes in specific prices (current
cost basis) on inventornies and property, plant and equip-
ment. Plant and equi current costs were estimated by
adjusting historical costs by externally generated industrial
price mtfenm Inventory costs were developed using cur-
rent manufacturing costs. Inventory costs included in the
Cost of Products Sold were determined on average current
costs during the vear. Depreciation expense was adjusted
based on the restated asset values using the same estimated

GAF Corporation

useful lives and depreciation rates used in the primary
financial statements.

Adjusted income from continuing operations of $25.9
million compares to reported earnings from continuing
operations of $41 million, reflecting the increased cost of
replacing assets during inflationary periods. This hypothet-
ical decrease in income is due to the higher depreciation
expense on property, tnludcquipnem and higher costs
of inventories sold. Sales and other costs and expenses,
including income taxes, have not been adjusted. This points
out the higher tax burden on companies during inflationary
periods, as the effective tax rate for GAF on the adjusted
income statement is 34.4% compared with a rate of 24.8%
on the historical financial statements.

The management of the Company cautions the reader in
interpreting this supplementary data due to the required
use of numerous assumptions and estimates in preparing
the information. This data is therefore only an indi-
cator of the effects of inflation and does not provide a pre-
cise measurement.

Consolidated Statement of Income From Continuing Operations Adjusted for Changing Prices (L naudited)

Adjusted for
As Reported in the Changes in
Thowsarnds of Dollars Primary Statements Spevific Prices
For the Yeur Ended December 1 1984 (Historxal Cost) (Current Cost)
Net Sales $731.314 $731.314
Cost of Products Sold® 532,080 53¢ 245
n 19.3%7 30.39
Other Expenses—net 116,060 116,060
Interest Expense 9.143 9214
Income Tawes 13,572 13,572
Income from Continuing Operations $ 41040 § 25915
Purchasing power gaim on nei monetary labihities $ 1L.9%
Increase in speific pnces (current cost) of inventones and
property. plant and equipment held dunng the vear™ $ 14.087
Effect of mcrease in the general price level 12,682
Increase in speahc pnces over (under) effect of increase
in the _srnl'f.il price level $ 15

*Eacludes $16. 871 depreciation expense included in Cost of Products Sold in the pnmary financal statements
**The eshmated current cost of net Propert. Plant and Equipment and Inventones was $224.509 and $84.53, respectively, ot December 31, 1984
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Comparison of Selected Supplementary Financial Data Adjusted tor Ettects of Changing Prices (In A erape 1954 Dollars)

Thowusands of Dollars, Except Per Share Amuounts e 1983 1942 1981 1980
Net Sades ST 4 3729191 670, 719 7ol 105 SH53 6l
Current cost information
Income (loss) from continumg, operations X915 (54.175) (11,813 155,674 (18,390)
Income (loss) per common share—primary 1N (390) (104 4.2 {1.36)
Increase in speciin prices of inventory and propern
over (under) effect of increase in general price level 1.345 (8.159) 4.203 (27.968) 1.214
Net assets at vear-end XTe, 583 256,309 290.344 264, 818 25,662
Other data. adjusted for general inflaton
Purchasing power gain on net monetary habilines 1.9%0 an 6.608 24,823 M2
Dividends per common share in 05 54 €. 97
Year-end market price per common share 2416 17.05 14.90 15.89 16.10
Average Consumer Price Index 3 2.4 2.1 X724 246.8

Quarterly Financial Data (L naudited

1984 by Quarter 1983 by Quarter .

Mullwns of Dollars Except Per Share Amounts First Second Third Fourth First Second Third Fourth
Net Sales $165 9 $i91 3 SN3.8 $len.3 $l6de Sisd | Sis4.0 $167.7
Cost of Products Sold 1298 1438 151.1 124.3 s 144.3 142.3 1368
Gross Profit $ 010 S 475 § 527 $ 20 $ 121 S B8 $ 41.7 $ 209
Income (Loss) From Continuing Operations

Bedore Income Tases S $ 155 $ 170 $ 120 $ de $ 10 $ 73 $(38.1)
Income Tax Provision 27 is 49 2.4 1.4 1.2 1.5 0.9
Income (Loss) From Continuing Operahons 74 ine 121 96 22 I8 58 (».;
Extraordinary Credits h2 32 15 4.8 1.1 0.8 1.1 n4
Net Income (Loss) $ 116 $ 151 $ 136 $ 144 $ 13 $ 26 $ 69 ${16.6)
Eamings Per Common Share*
Primary

Continusng $ & $ 7 $ ™ $ 8l $ 10 $ o7 $.35 $H2.70

Extraordinary 42 2 10 13 o7 06 08 1.5¢

Net Income {Loss) § M $ 9 $ $ M $ .17 $ .13 $ O .20
Fully Diluted

Continuing $ 42 $ 67 $ .68 $ 54 $ .1 i 07 $.3 H2.749)

Extraordinary ) 18 08 7 07 06 1.54

Net Income (Loss) $ 76 § 85 §$ .76 $ 8l $ .17 $ 1 $ » $1.20)

“In accordance with the provisions of APB Opimon Mo 15, earmings per share are calculated separately tor each quarter and the full year. Accordingly,
annual earnings per share will not necessanily equal the total of the interim penods.
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Basrd members pictured at Company's Fowlana, California

Top raw (et o right’: oy D. Toings,
Harold C

Daniel T. Carroll, Williem P

, Robert C. Wilsom,

Simemons, and Willsam Spier. Bottom row (left to right): Scott A. lngns Ir.,
Eduwrd E. Shea, Samuel |. Heyman, James T. Sherwin, Jacob E. Goldman, and Sanford Kaplan.

Corporate officers putured at Company’s Wayne, Jersey

Ndﬂnn ht): Ruymond |. Lacroix, Edward E. Shea, Bernard L.
Carl R Edmrdr Matthew L. Gooby, John A. Brennan, and James E. Cunningham. Not pictured,
Samuel | Heyman
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CGeneral Counsel and Secretary
Raymond J. Lacroix

Senior Vice President and
Chief Financial Officer

New

, James T. Sherwin,

John A. Brennan

Senior Vice President,
Building Materials Division
Carl R. Echkasdt

Senior Vice President,
Chemicals Division

James E. Cunningham

Vice President,

Human Resources
Matthew L. Gooby

Vice President,
Management Information
Systems

Bernard L. Kapell

Vice President,

Taxation
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The World of GAF

Corporate Offices

1361 Alps Road
Wavne, New Jersev (07470

Domestic
GAF Corporation’s plants,
research laboratories and

sales offices are located
throughout the United States.

Chemicals

Huntsville, Alabama
Calvert City, Kentucky
Hagerstown, Maryland
Annapolis, Missouri
Bound Brook, New Jersey
Linden, New Jersey

Blue Ridge Summit, Pennsylvania
Seadrift, Texas

Texas City, Texas
Pembine, Wisconsin

Shareholder Information

Annual Meeting

The 1985 Annual Meeting of Share
holders will be held at 10 a.m.,
Monday, Apnl 29, at Chase
Manhattan Bank auditonum,

One Chase Manhattan ’laza,

New York, NY 10081,

Form 10K

A copy ot the Company’s Annual
Report on Form 10K as filed with
the Secunties and Exchange Com-
mission may be obtained, free of
charge, by wniting to:

GAF Corporation

1361 Alps Road

Wavne, NJ 07470

Building Matenals

Mobule, Alabama
Fontana, Calitormia
lampa, Flonda
Savannah, Georgia
Mount Vernon, Indiana
Baltimore, Maryland
Millis, Massachusetts
Minneapolis, Minnesota
Chester, South Carolina
Dallzs, Texas

Ene, Pennsylvar.ia

Vienna, Austria

Sint-Niklaas, Belgium

Sao Paulo, Brazil

Mississauga, Ontario, Canada
St. Laurant, Quebec, Canada
Paris, France

Dividend Reinvestment Service

GAF offers hoiders of its common
and preterred stock the opportu-
nity to buy additional shares
through an automatic dividend
reinvestment service, administered
by Morgan Guaranty Trust Com-
pany of New York. For further
details contact:

Morgan Guaranty Trust Company
of New York

30 West Broadway

New York, NY 10015

(212) 483-2323

GAF's common and preferred
stocks are listed on the New York
Stock Exchange (NASDAQ sym-
bols: “GAF” and “"GAFPr”).

Frechen, West Germany
Esher, Great Britain
Manchester, Great Britain
Milan, Italy

Tokyo, Japan

Mexico City, Mexico
Schiedam, Netherlands
Auckland, New Zealand
Carolina, Puerto Rico
Singapore, Republic of Singapore
Sandton, South Africa
Barcelona, Spain
Johanneshov, Sweden
Zug, Switzerland

Subsidiary:

GAF Insurance Ltd.
Hamilton, Bermuda

Affiliate:

GAF/Hiils Chemie GmbH
Marl, West Germany

GAF Broadcasting Company, Inc.
New York, New York

Transfer Agent

Stock Transfer Agent

and Registrar:

Morgan Guaranty Trust Company
of New York

30 West Broadway

New York, NY 10015
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